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PREFACE 


This book attempts to' discuss certain impor* 
tant industrial problems in the light of a. 
social standard, tt does not try to exhaust 
all that might be said on each, hht rather 
traces recent developments, and examine 
the probable social consequences of different 
policies. Lack of space has prevented the 
inclusion of many topics of great interest; 
but it was felt that those dealt with are the 
most essential to an understanding of modem 
industriaTlifo. 

Mrs. Reid, of Bedford College for Women, 
has read the whole book in MSS. and has 
prevented a number of inacctnades and 
overstatements. The index has been cont< 
piled by my husband, who has also hdped 
me in innumerable other ways. 

G. W. 

Bedfokd Couege for Women. 

University of London. 
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CHAPTER I 

HUMAN VALUES IN ECONOMICS 

The aim of economics is to aid in social inqnov^ 
ment ; »to investigate the forces govcrainjg tite 
lirodin^i^Jtiea^lu^^ and distiibiii^ ^ 

W:^ n^ some interffgren^^jyR^ilMi^ 
A of one particular iowe^OT a more^vda 

balancing of several — will react on the volume and 
quality of goods produced and on tfiiie lives of the 
pd^le. Students of economics are often rqadled 
at the outset of their studies by the warning that 
they are dealing with "what is" and not with 
" what ought to be," and forget that their science 
is only a means to an end. The future must be 
built out of the past and the present ; and it is only 
by Imowiqg " what is," and by analyting ^'vtejpis 
confficting and co-opowting forces thdlhit^bj^l^ • 
il into existence, thai one can usefullyicxmtilate an* 
idq^ of what aa^p to be. The eo^nnst seeks 
as nqpgi^ facta as*l)ossible of the way in 
«aal& is pi^uced and comsorned, and ^om 
an exs&intftion of tl^ he tries to find the &wa 
which have govemtd men’s actions. He Idplnr ta 
tlum to hdp him predict the probable effitot of a 
pippo^ policy or the results of evoits whidi iriay 
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kot yet have Qcciured. But these ate act laws in 
orcthiaiy meai^ of the word ; tiiey ate rather 
of the obsoved tendencies of nuuir 
land, and are therefore relative to the stage. of ,dvili> 
aation fid to the level of education that society has 
^kched. It is impossible to claim for than the 
aocniaqr and precision of laws discovered in other 
scientific study. They dq>end on beings whose 
actkds <me cannot forefell, because they qning 
from motives which are calculable to only a slight 
degree. It is generally true, for example,* that a 
man will work harder if a great incentive is oSoed 
him, than if he knows that an increase of effort will 
bring him no extra material advantage. But this is 
not true of all men ; nor need it necessarily be true 
of all time. A man who finds pleasure in the work 
itself— in the exercise of his craft, maybe — or wfio 
is fired by a zeal for humanity, may put forth his 
great^t effort without hope of reward; and there 
is no reason to deny that a different organization 
of society, might have such an educative effect as 
to make this motive for industry the rule. 

Any social organization is the result of human 
drtions ahd'^fiuman wills. There is nothing inevit; 
able about- its development. Men may change it as 
th^ will, deliberately check its growth along qpe 
path, mould it into a new pattern. But 4:ono- 
mic generalizations are of value because th^r 
^ble us to foretell with a certain amount of accu- 
mcy what effect such a deliberate remoulding is 
likely to have at least in one sphere, Le. ^n the* 
total quantity of wealth produced. The aim that 



sodet^r sets before itself may be defiaitdy ' nofib- 
eodomuK, for example the devdi^eat' of ddi esi4 
varied personality. It is still necessary to know 
\riiat .reactions the stq>s taken to secure that end 
will have on the wealth-produckig ca^>adty of the 
nation. For a certain amount of wealth is esseftti^ 
to mere existence, and, with qualificatibns, an in- 
oease in wealth generally^means an increase in free- 
dmn, i.e. in freedom from the grinding necessity of 
wresting from nature the means of keeping alivet 
and in' more opportunities for the cultivation of 
mental and spiritual faculties. It is possible to 
argue that full development of personality is in- 
compatible with an economic organization based 
on soul-deadening mechanical production, and that 
rile only hope of social well-being lies in the return 
to a simpler economy based on craftsmanship. 
Economic science cannot give judgment on the right 
or wrong of this view. All it can do is to show 
the price that would have to be paid, in the probable 
starvation of a vast number of people and in a very 
much lower standard of material comfort for those 
remaining^ But the decision as to what shall take 
place rests with the members of the society thmn- 
selves. There is no economic law that can prevent 
them from choosing the non-economic end at the 
eiqiense of material wc^th. Very often, however, 
the supporters of some particular theory of salva- 
tion claim for it not only spiritual power anif beaUty; 
but also the capacity of increasing wealth, aftd th^ 
blame, the economist fear what they consider his 
devotion to iron and inhuman principles, when he 



to out the (Mmfiaion iidiid& 

1J£e^^ oa the other haitd, itmost he athnitted 

hft'M soihetiiDes tended to forget the incaletdable 
power of all those forces (me classes togetl^er as 
s^toaL They may be the result of enthusiasm 
fit the precq>ts of some religion, or of the burning 
visicm of aft ideal social commonwealth. Whatever 
tiieir origin, th^ have power to bring about a deep 
and lasting ch^e in human nature, and materially 
to alter, therefore, the data (m which economic laws 
am bas^. The economist must neirer foiget to see 
men “ in the round." Man produces wealth and 
must do so to live. But he also loves md hates, 
is stirred by visions of beauty, is made sullen and 
Utter by his wrongs ; he loves his family and is 
pr^Kued to do things for their sake that he would 
not do otherwise ; he joins himself to his fellov^ 
in bonds forged by a common purpose, whether that 
purpose be the regeneration of mankind or the 
purchase of a football ground. All these various 
r^vities are not only as important as his desire and 
need to produce wealth, but react upon and affect 
his capacity to do so. It is therefore impossible 
adequately to study the laws governing wealth pro-, 
du<^(»^ without first learning something of the way 
hi whk^ a man functions as a whole ; and though 
ids the purposes of scimrce it is necessary to squuate 
jMcrt fiipm part, the result of the analysis will be tolse 
unless toe relations of the parts to one another are 
kept (Khitinually in mind. 

The word " wealth " has been used already .pmny* 
times withrmt. definitirm. In no case is it more 



imp^tivs to remember man as a boman beiag ais 
(^posed to man as a producing madiine; tjian Htben 
se^tdng a true definition for this word. In pure 
econoipic theory there is no room for such considera- 
> tions. From the economic standpoint one ma.;^ 
roughly define wealth as anything wluch satires 
human wants and is at the same time limited in, 
quantity, i.e. it is an3rthing that peoplqare not only 
anxious to have, but willing to sacrifice something 
to obtain. Air normally does not constitute wealth 
because/ although it is essential to life, there is 
enough of it for everybody and no one therefore 
need pay to obtain suppli^ of it. But the men who 
were shut into the Black Hole of Cidcutta would 
probably have been willing to pay handsomely for 
a stream of fresh air, which would thus have become 
w^th. Diamonds, although not necessary to the 
maintenance of life, constitute a large amount of 
wealth. People want them, either for their beauty, 
or more often to satisfy a love of display ; and as 
the stones are very scarce, a large quantity of other 
goods must be sacrificed in exchange for them. 

For an article to be considered as wealth no other 
t]^ these two qualities are needed. Goods may 
be ugly or beautiful, harmful or nourishing ; if they 
satisfy a want and are limited in quantity they are 
wealth. If brewers are enabled by an improvemenf 
in machinery to increase the production of beer^ 
the fact that a greater consumption of alcohol will 
Impair the physical ^^ency and ruin the homes of 
those who drink to excess, does not prevent it hem 
bmng regarded as an increase in wealth. The manu> 

S.A4.P. B 



mumtions of war for 
dittna^^ considered the prodoctton of 
just as much as the erection of healthy and beaut^ 
houses. In determining which of two articte? is the 
^;ieater in wealth, the test is the price at which th^ 
diange hands 

But wSen we come to consider the word wealth 
from the huipan standpoipt no such simple definition 
is possible. At this point we leave the sph^ of 
pure economics and enter the wider one of eUiics, 
for we are relating wealth to man ai a whole, tO 
spiritual side of him as well as the physical. We are 
no longer dealing with simply “ what is,” but with 
, ” what is ” in the light of ” what ought to be,” i.e. 
we are setting up a standard by which to judge. 
The nineteenth century Uved in the comfortable 
belief that a kindly Providence had so arranged Ihe 
world that human and economic needs and costs 
were identical. All that was necessary, therefore, 
in order to adueve communal happiness and pros- 
perity was for each member of the community 
. steadfastly to seek his own particular interest, with 
no thought for the effect of his action on others. If 
a man prospered, it was because the services he h^d 
rendered to humanity were considered by Society 
to be worth so much per year ; if he failed, it.was 
'^equally because his service was worthless. 

. The immense increase in the number of goods 
.produced when industry became organized on the 
system of mass-production, so obsess^ the imaginar* 
tion of aU, that quantitative rather than qualitative 
standards were set up in every sphere of life. The. 






Retime ' dways “ 
vfaat kind " of pleasoie ; "li 



irodfesra^er than “what quality" And 

as it appeared incontrovertible to statesmen ahd 
economists that if men were left absolutely free s^i*' 
interest would induce them to produce t^e greatest 
amount possible, it was thought uxmecessaty to 
pu^ inquiries farther as» to whether or not this 
greatest amount was of goods of which Society stood 


in gmtest need, To-day, the day of the Trust, it is 
rlahzed'that eyen this quantitative justification b 
no longer existent ; and that it may pay a group 
of men voluntarily to restrict the number of com- 
modities produced, in order to sell the remainder^ 
at a higher .price, 

Jhe laissez-faire theory— the belief that all is for 
the best in the best of all possible worlds — depends 
ultimately on two propositions which require some 
mcamination; (i) that labomr and capital flow 
naturally to where they will be most productive ; 
(2) that this is best for society as a whole. The 
industrial system as it was visualized by the theorists* 
of the nineteenth century was a perfect arrangement 
Ity which as a result of the fight between conflicting < 
forces, the fittest would survive. The only work of 
the«organized community was to keep the field of 
battle clear and let the best man, the best idea, 
or the best process, win. But this perfectly working* 
^organization has nevec existed except in im^gina-^ 
tion. Those who believed in it took a dismal ab- 


stiractioB, which they named the economic man. 
Thty stripped from it all human attributes, and 



ini^tiing it ill pursuit of v^tli, tried to set 4$^ 
the la\ra tliat would govern its actions. They then 
assumed that the “ economic man " was a typicd 
member of society and that these tberefore-were the 
'4aws to which all men conformed in their efforts 
to make ^ livelihood. They forgot that to their 
abstraction they had given qualities which the 
average man<does not possess. They had made him 
completely conscious of where his own highest pros- 
perity lay and of the best way to reach it ; th^ had 
given him adaptability to change from ode route 
to another ; and determination to put all else aside 
in the struggle for wealth. On the other hand, th^ 
had robbed him of other qualities, possessed by the 
normal man, such as interest in other things than 
the desire to grow rich, or a love of one special calli^g^ 
despite resultant poverty. Supposing that our aim 
really is to attain the summit of individual, material 
prosperity, our lives are not spent in a series of 
delicate calculations as to how this may be done. 
Innate conservatism, dislike of change, of both occu- 
pation and locality— more important than these, 
ignorance of facilities offered in other modes of life, 
difficulties and expense of communications, lack of 
education, fear of the unknown — all prevent us both 
from knowing and from choosing the short cut to 
prosperity; while religious convictions, political 
interests, the varied aspects of home and family 
life, ttie purely spiritual rather than material con-, 
siderations, all divert us from the ne^ssary singly 
ness of purpose. • 

But perhaps the greatest nnstake of all was the 



HIMM VALUES W E(WM^ # 

ttDWfoiaiitabfe assumption that c(mq>etit«>n is the 
biw of life. It was.on competition that vh& to he 
founded the ]mdge from egoism to altruism, from 
tile ^lightened selfishness that was preached to tile 
good of the whole that was hoped for as a result^ 
^mpetiti<Hi would ensure that each man produced 
as large a quantity and as good a quality <SI goods as 
was humanly possible, in prder to attract the trade 
to liimself; competition would ensure that the 
wants of mankind would be intelligently understood 
and immediately satisfied ; that the best man would 
always come to the front to direct productive forces, 
that everybody would naturally find his level in the 
industrial world, etc. When in the second half of 
the nineteenth century began the growth of the 
Trust, which substituted for competition a form of 
limited co-operation in the sole interest of those 
co-operating, the glaring fallacies of the laissez-faire 
theory became more apparent. The bridge from 
egoism to dtruism was found to be an illusion with 
no foundation in fact. 

Before we can examine the truth of the two funda- 
mental propositions of the laissez-faire theory it is 
essential to decide the exact significance of the words . 
used. What, for instance, are we to xmderstand by 
*' productive ” — ^productive of what ? Is the word 
being used in its economic or its human sense ? 

Th^ is a familiar-enough saying that a " man 
b not in business for his health.” His aim is^to do 
the best he can with the resources at his command. 
Imagina a man setting out at the beginning of his 
business life. Armed with so much capital, and 



thi6 poasilHlity of Ixmowii^ ft ^o^tala 
n^ acquired more or lee» infoimtioD 

during his adolescence and early npnhoodv witii 
kaowledge perhaps, because of his niaids aiid re- 
^tions, of certain trades and particular markets and 
sources of raw material, he looks around him for 
what sems the best opening for his taints. His 
job is to find some demjund which as yet remains 
unsatisfied, or is not being catered for in the 1)est 
way possible. He may even create a demand him- 
self ; by skilful advertising he may persuade people 
that they have a want of which they have nevw 
before been conscious. A very large part of the 
work of the modem entrepreneur in industry con- 
sists of explaining to the public how dull or how 
dangerous or how narrow their lives have been, 
before he arose to point them the way to happiness. 
The fortunes earned by the proprietors of patent 
foods and patent medicines are largely the result of 
this ability to create a want, never before felt, or 
to persuade purchasers that the particular brand 
advertised would satisfy an old want bett^ than 
anything else possibly could. 

When our business man is choosing which demand 
already expressed he will attempt to satisfy, or 
which new one he will do his best to create, he natur- 
ally looks for the one in which he thinks his capital 
and energy will bring him in the greatest reward. 
To ci;|^ate a want is not enough ; a desire for an article 
does not constitute an economic demand— that does* 
not occur until those who fed consdous of the wdit 
are willing to sacrifice something of value in order 



One 0 ^ the ib9^ paf^^ il 

il^t 4s a lei^ of the war there are mihkais jtf 
jpiK^ in the direst poverty, eager to get to work 
hnt unable to do so for kdc of machinery, transport; 
eni^es, etc. And yet those whose livelihood^ 
depends on the manufacture of such articles are out 
of work, because, they are told, there is ilb d^and 
for the goods they are skilled to produce. However 
desperate the need, however intense tbe desire for 
goods, if one is too poor to be able to offer something 
of equal' value in exchange, the need and the desire 
do not become an economic demand, and so remain 
unsatisfied. Thus not only is production governed 
by demand, but demand itself depends on the 
ability to sacrifice something wanted by others. 

The business man goes into industry not primarily 
as a philanthropist, but to do the best he can for 
himself and those dq>endent on him. He therefore 
puts his capital and attracts labour into those 
channels which are most productive in the economic 
sense. But there is nothing to guarantee that these 
industries are necessarily the most desirable socially. 
The reverse is often true. At the end of the war, 
^r example, the most crying need was for a tremen- 
dous speeding-up in the production of houses ; but 
instead of labour and capital immediately turning 
its attention to the satisfaction of this want, a very - 
large portion of the industry was engaged in " luxury 
buildkg ’’—decorating and re-building the houses of 
the nch, erecting cinemas and palatial stores. \ vast 
(bnount of economic wealth was created, but in 
measuring the productivity of this work from the 



aockl point of ^oew, one has to talto into aoconnt 
hot only the economio loss to the nation, owing to 
bad houses, the moral effects of overKarow^ng in 
the lowered standard of home life, the influence Of 
^rdid unlovely surroundings on the growing minds 
of the children, but also the effects boffi good and ill 
of the ciifema or the store, upon those producing 
the goods ai^d on those buying them. 

The mistake of the laissez-faire theorists springs 
from thinking of money as expressing a definite 
amount of satisfaction, whoever the owner ;* where- 
as in reality £i represents a different amount of 
utility to each individual. Roughly it varies ac- 
cording to income. The normal man when laying 
out his income spends first on necessaries, on flielter, 
warmth, food, clothing ; then on wants which are 
less urgent; and last on comforts and luxuries. To 
the poor man whose income is never sufficient to 
provide fully for even the first category, the expen- 
diture of £i becomes a choice between two things, 
both of which seem almost equally essential. Should 
he spend it on bu}nng the children good boots for the 
winter, so that they shall not get pneumonia walking 
to school on the wet days ? Or should he buy extra 
nourishing food to build up their strength to enable 
them to resist the attacks of disease ? The posses- 
sion of another £i would make it possible for him 
to do both, and it would be difficult to measure 
the amount of its utility to him. 

The rich man also spends first on necessities; 
but the amount he requires for these is such a small 
proportion of his whole income, that he can provide 



lumsdlf all he needs, almost vrithoat eounti^ 
tile eost, and has a surplus to spend on luxuries. , So 
tibat when he considers the spending of another ^i, 
the dboijce lies between two extra comforts, neither 
of which is essential or even important. If he ha^ 
never possessed the last £i, the loss to his total 
happiness would be inappreciable. * 

■ This difference in wealth means ti^t people of 
widely s^arated incomes think of prices and goods 
in different money units. The poor man thinks 
in pennies, the man of moderate means in shillings, 
the rich man thinks in pounds. Yet although the 
penny, the shilling, and the pound may each respec- 
tively represent the same amount of satisfaction to 
these three individuals, it is the owner of the £i — 
the man who is able to offer most in exchange for 
the goods he wants— who is able to get his wants 
satisfied first, and by so doing prevents the equal 
satisfaction of the wants of the others. 

In any community at any time there is so much 
potential productive energy, and no more. It is 
limited by the number of people alive, by their 
health and efficiency, by their scientific and cultural 
education, by the natural resources at their com- 
mand, etc., etc. All this energy flows into those 
channels in which its possessors see the greatest 
chance of gain, and it is natural, therefore, that the 
man who can offer £i gets his wants attended to 
sooner than the man who can give only a shilling 
or a penny, llie rich man’s garden rest-ho&e for 
which he offers £$oo is a more attractive investment 
for capital and labour, than is the worker’s house. 



} eaa he T^. Yfi not ^ilyr is; 

man's lesser need .being satii^sd it the 
expense of the poor man's greater one, bui. there 
results a definite loss in future productivity, ,be(»use 
^f the bad effect on the worker and his family of 
overcrowding and the lack of home life. 

' We have assumed so far tiiat industrial activity 
always produces some we^th, and have discussed 
merely its measurement. There are cases, however, 
in which it detracts from rather than adds to the 
real wealth or welfare of society. Into this category 
one must put all the extensive trade ramifications 
of prostitution, the books and pictures that depend 
for their sale on an appeal to sensuality, intoxicating 
drinks which have no food value, etc. This energy 
is not only wasted at the time of producing these 
ills, but lessens the potential productivity of the 
community in the future. And, in measuring 
the extent of this non-wealth, or “ illth " as Ruskin 
calls it, one must take into account not only .the 
actual harm done in the production and consumption 
of it, but also the loss owing to the non-production 
of other goods, for which this mis-spent raergy might 
otherwise have been used. Many very necessary, 
things are not done because the demand for them, 
expressed in money terms, is not insistent, oir becaijse 
the work of production will have to start many years 
before satisfaction is felt. It is generally recognized, 
for instance, that afforestation projects are an 
essential to the future well-being of a country. Thoce 
is no economic demand for it, because the advantage 
does not accrue to any one individual ; forests take 



-tteoi^nam It ndo^to tibiec9^ 

society is conscious of itsdf as an entity, s^ 
inunoFtsl, ro-flowering from generation to genorati^, 
that it endeavours by the use of public funds to u^ 
its productive energy in such a way for the benefit 
of posterity. Education is still most ixilidequatdy 
supplied because the ecpnomic dem^d for it, for 
various reasons, is small, and sodety has not 3 ^ 
learned to look upon it as an element in welfare. 

Now what ^cactly is this standard that we are 
setting up and by which we are to judge the nature 
of the wealth produced ? What do we mean by 
welfare? And how shaU we define satisfaction 
when we have endowed it with ethical significance ? 
The definition depends on one’s view of the ideal 
society. An}rthing, then, which furthers this ideal 
is an element in welfare and contiibutes to this 
ethical satisfaction. There are possibly as many 
conceptions of ideal society as there are thinking 
people in the world ; but although each varies in 
the details of construction, one can find an under* 
lying principle common, at least, to the majority 
joi th«n. Quite generally, we may put it, that the 
ultimate aim of society is towards the formation of 
a)} organic unity— a harmony in which the various ' 
sections of society are not simply, not in conflict 
srith cme another, but actually support each otho*, 
each part being incomplete without all the othos. 
We should have, that is, a community in whibh eadi 
‘individual could reach his own highest development, 
not only without infringing the rights of others, 


bdcausi those otheis were tdso 
Ihe^ maturity. The result wotdd be a har- 
himuous blending of varied perscmalities, each of 
which depended for its own particular blossoming 
^jn the common ground in which all had root. 

In economic terms the aim of industrial society is 
said to be-^to maximize satisfaction and to minimize 
effort. But | false antittiesis is continually being 
drawn between these two. The theory of value, for 
example, the central theme of economics, explains 
the way in which the two parties to a bargain come 
to agreement. On the one hand is the purchaser, 
willing to pay a certain sum, corresponding to the 
intensity of his desire for the article ; on the other, 
the producer demanding sufficient to recompense 
him for the work he has done in supplying the goods. 
The assumption is that all the cost is on one side, all 
the satisfaction on the other. But if by cost we 
mean an3rthing that detracts from welffire, and by 
satisfaction everything that adds to it, it is evident 
that such a statement is altogether too sweeping. 
The act of producing is not always irksome ; it may 
be, and oftenis, a source of pleasure. A man has an 
instinctive desire to remodel his environment to. 
suit himself ; he continually wishes to assert him- 
self, to establish his identity by separating himself 
In some way from his surroundings. The origin of 
property is probably to be sought in this instinctive 
demand for a sphere of exclusive control, in which 
a man might give expression to his own individuality. 
The history of the early peoples shows that this self-' 
m^)ression was not divorced from utilitarian pursuits. 



i» fomid a blead of the two, for exano^ 
M the decoration of domestic utensils or of hnntjlng 
wealxms, etc. The early crafts wexe all as$ociated 
\nth the necessary work of the household— pottery, 
building, clothes-making gave opportunities for theg 
impulse to set the mark of personality on the conunosi 
tasks of daily life. The pageantry of thS gilds, the 
many old songs which t^U of work dj^ne or doing, 
these testify to the inextricable weaving together 
of the artistic and social impulses with the activities 
of a more narrowly utilitarian nature. Wherever 
this relation is found, work cannot be conceived of 
as all cost; for if welfare consists in the highest 
development of socialized personality, then the 
opportunity to develop such a personality by giving 
it expression, must be reckoned an element in welfare. 

In these days of mass production when the 
majority of people are engaged on a tiny specialized 
process in the manufacture of millions of articles of 
one pattern, there seems no possibility of satisfaction 
in work. But the normal healthy person finds a 
certain amount of pleasure in work itself, however 
monotonous and uninspiring it may be. The use 
of one’s faculties is pleasing, even if is entailed 
nothing more than the exercise of attentiveness ot a 
quick responsiveness to the needs of an automatic 
machine. Such pleasure lasts but a short time; 
it is killed by the monotony of the work and by the 
unchanging and therefore unnatural rh3rthm of 
movement. Other kinds of work afford ^atjnng 
scope.* With the supreme artist the amount of 
real cos( is n^hgible ; the joy of creation is almost 
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ea^perioiced. B(^m^ 

lide the work of the minder of the autoniatie 

m^^e on the other, there are umumoable die£^:ei»i 
^ proportion between cost and satisfaction varying 
the scope for initiative and for the use of the 
creative faculty is wide or narrow. 

But although the cost of producing an article may 
be overestimated by ignoring the element of pleasure 
in work, in voy many cases the opposite happens. 
The business man when deciding how much to charge 
for his goods takes into consideration the price he 
pays for his machinery and raw material, and the 
wage that he gives to his employees. But this 
wage does not necessarily represent the real cost of 
work, measured in disutility to the worker, or the 
effect on future generations. It would be dM- 
cult accurately to estimate the true cost of all heavy 
work done by women either just before or just after 
.childbirth ; or by children whose powers are being 
overtaxed and vitality sapped, or by those who 
should still be at school. The wage received by 
the employee falls far short of the real cost of work 
done imder conditions which tend to either physical 
or moral degeneration (as still happens in so many 
factories). Cost in this sense is infinitely greater 
also when men are working unwillingly under a sense 
of oiq)ression. 

In exactly the same way that production is wrongly 
considered to be all cost, consumption is thought of 
all latisfaction. But the same standard mpst be 
applied^to what extent does the consumption of 
and such an article contribute to or detract 



Here at once t»ie n^t tcto^^ 
of opjnion. Tho vc^ictitiityii 
'vrooM probably look upon the money and en^g^ 
lisedm<^nsumingfle^ foods as so much waste, and 
a decrease by that amount of the satisfaction of the, 
community. The No-Hat Brigade would have a 
similar opinion of all headgear. But without pos- 
sessing any such decided prejudices, th^ are certain 
broad characteristics of modem society, and judg- 
ments consequent on them, which emerge from a 
general- examination. 

The organization of industry makes it difficult 
for a man to choose his occupation except within 
fairly narrow limits. Lack of capital, lack of educa- 
tion, lack of opportunity, ignorance of where to 
apjdy for special work, the possibility of being offered 
a job in a trade through parental or friendly influence, 
without thought to his inclination or suitability, 
all these mean that most people do not find in thdr 
work much scope for the expression and development 
of personality. One would have thought that this 
defect could be remedied in the way the payment 
for work is expended ; that on this side of life at 
l^t there would be opportunities offered and freely 
taken for the exercise of choice. Yet actually very 
lit]^ advantage is taken of this chance. To judge 
from the goods bought, one must conclude that every- 
body is striving his utmost to be like everybody 
else. During the summer the papers were full of 
' the fact that an Eastern potentate was eiqoying 
d holiday at a Normandy watering-place. The life 
of the whole town revolved around him. Did the 



Wjear a soft hat, immediate the hatted we^ 
h^^ed by eager men denmding anular h^ 
^emsdives. If the Shah dmded to sheny With 
shrimps at twelve o’clock in the mmpiagr aU 
t.the other holiday-makers crowded the restaurants 
at that hour to do the same. This is typical of the 
whole of life. In every class of society men are 
haunted by^the fear of /naking themselves con- 
spicuous. Like a herd of sheep the whole community 
plays “ follow my leader ” and obediently changes 
en masse its tastes in dress, fumitme, literature, 
music, and pictures. This desire to be like every- 
body else results in the formation of social conven- 
tions, any divergence from which is regarded 
almost as a crime. 

There is some excuse for the lack of individuality 
in the purchases of the poorer members of society. 
The economy of producing articles on a large scale 
and therefore of one pattern, and the consequent 
cheapness in price, means that it is only articles 
produced in this way that are within the reach of 
those with small incomes. The largest part of the 
wprking-mah’s income must, it is true, be spent on 
food and shelter and other things which do not 
afford much scope for individuality; but even 
where this might be possible, the amount he is ^le 
to offer in exchange is so small that he must as a 
matter of fact accept almost anything that the 
producer puts forward at such a price. Thus 
housed, furniture, pictures, dresses, entertamments 
are all turned out for him in their thousands) of thb 
same design. 
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But the that those whose inooihes ck& them 
inom scope for choice are guilty of the' same laiek 
of initiative shows that amount of income alone does 
not determine the measure of individuality of choice. 
Very largely the blame must be laid at the door of the 
educational system, the aim of which seems to have 
been to put all children into the same mould, and 
turn them out with the" right "opinionst Recently 
the movement for fostering the natund variety of 
temperament and personality of children;^ of develop- 
ing the inherent qualities rather than superimposing 
entirely new ones, has been growing much stronger. 
If it continues and gains in strength, it should have ' 
a real influence in changing the sameness of people’s 
possessions and allowing men's different natures to 
b%seen in the different goods they possess. 

Unfortunately the demand for a particular class 
of goods does not always immediately have its effect 
in a supply of them. Men are organized hardly at 
all as consiuners, whereas as producers their organi- 
zation has been carried to a very high degree. As 
a result industry is almost entirely controlled by 
production. The consumers have only the power of 
the veto ; they can refuse to buy. But their dis- 
organized conation makes this veto effective only 
during moments of crisis. There have been ex- 
amples of a " Housewives’ Strike ” — ^women refus- 
ing to buy milk or bread imtil the price is reduced— 
but such occurrences are rare. The producer, can 
^mostly foist on the public what articles and what 
styles he pleases, by creating a demand for thra 
by advertisemait. Thus many articles which the 
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wimld certakly' bay if 

teliiarket not prodoced at aU, <x in such snudl 
aombers as to make their price prohibitive. 

In all cases where men are using goods of poia 
des^ or bad quality, there is a very real elemoit 
of cost ^ consumption. In many cases the cost 
outweighs the ^satisfaction. The traffic in sexual 
l^tificatioB and in drugs for other than medicinal 
purposes must both be placed in this cat^my. 
And it is e^isy to think of innumerable instances of 
people spending their money on the pufchase of 
temporary satisfaction when they might, for the 
same amount, have laid in for themselves apermanent 
store of happiness. Almost invariably it is the 
books of transitoiy value that are the best sellers ; 
the trashy plays that draw the crowds, whilst the 
masterpieces are ignored. While Miss Dell or Mr. 
Hutdni^n run into millions, Mr. James Jcyce, of 
“ Ulysses ’’ fame, wanders in poverty abroad. The 
latest hit in society portrait painters flourishes when 
Mr. Nevinson is telling us of the artist’s scrape to 
live. A pretty woman with neither voice nor wit 
per^nns ^e hundred times in a West End " piece," 
where Mr. Joseph Conrad " fails to attract." 

In the consumption of goods a very large part is 
played by the " standard of living," i.e. by the 
customary purchases of the particular class ; and 
it is often difficult for members of one class to estir 
matf correctly the elements of pure cost and true 
satiMaction in the consumption of the memb^ or 
another. It requires rare qualities of sympal^y 
and understanding. Mr. J. A. Hobson points out 
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membos of other groups. The miners and munitioil 
workers were greatly condemned for what was 
criticized as wanton extravagance. Yet them pt^ 
chases were often the result of a perfectly nprmalluid 
light desire to express themsdv^, to separate 
themsdves from the monotony of their ugly sur- 
roundings, from the drab uniformity of thdr neigh- 
bours. As such their expenditure can|iot be con- 
sidered hltogether as waste. 

In considering the various problems of industrial 
society this then is the standard to be applied. 
Whatever section of industry is under exanoination, 
on whatever legislation, past or projected, judgment 
is to be passed, the test is to be the effect on human 
life, i.e. on the welfare of the community. Economic 
science itself, it must be remembered, is cply a 
means to an end. Social economics takes as its 
province, not only the principles on which indusbcy 
works, but the application of ethical standards in 
the constructiori of a better society. 



CHAPTER II 

THE ORGANIZATION OF INDUSTRY : 

CAPITAL 

I 

The industrial system is a vast complicated organiza- 
tion which has grown up to provide for the wants 
of the commrmity— to produce the goods which 
people demand, and to transport them to the places 
in which they are wanted. At first sig^t the word 
" ^tm ” seems inappropriate, for industry ap- 
pears a welter of chaos with neither reason nor 
method in it. There seem to be millions of in- 
dividuals or groups of persons, all engaged on en- 
tirely imconnected processes of manufacture, with 
no relation'' to anjrihing or anybody else. But if 
one takes the trouble to examine a little more closely 
one finds that these innumerable intricate operations 
do, in some way, fit in to one another. You find, 
for instance, that it is necessary to make a joum^ 
by . rail, and, the memory of past boredom strong 
witlyn you, you go to the station bookstall and choose 
a novd from those to be found there. Yop are’ 
not in the least surprised to find a book* waiting 
there for you to buy, although you have told no 
24 
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of your intention to tmyel' on that par- 
tieular morning. Yet con^der the bng seriOs. Of 
events that has taken place to enable you to satisi^ 
your d^and. In the first place, somebody has 
actually thought out and written &e story, and to 
do so has had to buy paper and pen, and p^umab^ 
a desk and a chair. Thus several trades have already 
been requisitioned. The story, when complete, was 
sold to a publisher, who printed it on paper, which 
itself had previou^y been through mai^ processes 
of manufacture, by the aid of machinery, the metal 
for which had been mined years before and had been 
treated in many ways before it finally emerged as a 
printing press. The book is bound by one set of 
people, transported by another (in vehicles each of 
which is itself the culmination of one of these long 
series of events), and finally finds its way to a station 
bookstall, in anticipation of the fact that you, or 
one like you, will have to travel from that statiorr 
and to look for something to lighten your journey. 
Looking backward over what has gone on before 
the moment of bu3dng the book, one finds an almost 
limitless network of trades and occupations in- 
tricately bound together. But one cannot simplify 
matters by classing all these activities together as 
part of the book trade. For in every case, except 
during the last few stages of production, the various 
trades that have been called in to aid in the pro- 
duction of a book are at the same time and i^ the 
’' ean^way related to a large number of other Indus- 
tdite. The paper factories sell not only to book 
publishers, but to newspaper proprietors, to retail 



iidiii^tion ‘authorities far use in schouls, tu dubs fur 
nutiq>aper on which “ Irate Taxpayer " writes to:fhe 
Pr^ that Education is a waste, etc. The same 
company which supplied the metal for tiie machinery, 
die ^samg skilled labour that fariiioned it, also 
. produce all different types of work to suit the re- 
quirements«of other factories. One finds ultimately 
that there me a few big industries, those engaged in 
the working of natural resources, which are the start- 
ing point of all others. At each stage of manufacture 
the raw material gets a little more specialized until 
finally it emerges as one specific article. In this 
way all the parts of the industrial world are more 
or less intimately related to one another, and just 
as a stone thrown into a pond causesripples to appear 
. at the edge of the water, so the derangement of any 
one part of the industrial machine makes its influence 
felt, however slightly, in remote parts that seem at 
first quite unconnected. 

When industry is functioning normally the un- 
imaginative are unaware of the complex organiza- 
tirni q$ whidi they form a part. It requires a great 
diris^a European war or a national strike in an 
important industry such as mining or transport— 
for th^ suddenly to become conscious of theofact 
that a business is not an isohited unit, but is dq>en- 
dent for its life on the healthy condition, not only 
of o^her trades in their own country, but of trade, 
all over the* world. For although the indr^trial 
system is m reality a world-wide co-pperatiye und^ 
takhig, the coixsciousness of co-operation has been 



^ystpt.of 

da]^,the lotion betweoidiffii^t 
{Nneesses of industiy was more apparoit. 

SGten worked in their own homes or in small grot^ 
for a local market, it was not difficult to see tte 
c<Hm%tion between their work and that of the o^ersu 
Each district was, more or less, an indiuilrial unit. 
But the introduction of .steam-power ^d labour- 
saving machinery resulted in the erectipn of huge 
factories manned by thousands of worker/ dependent 
on one distant part of the world for their raw material 
and on another for their market. Now, the grouping 
together of a large number of workers undo: one 
roof ought, one would imagine, to make evident 
the co-operative basis of the new industry. Exactly 
the reverse is the case. Large-scale production is 
advantageous because it makes possible the divisicm 
of labour and opens the door to all the economies of’ 
spedalization. As workers, firms, and industries 
liiemselves become more and more highly specialized 
their co-operative relation with all other workers, 
firms, and industries becomes more important but 
less obvious. For work is no longer directly related 
to wants. Instead of producing articles the Heed 
for which is evident, a man spends his life in repeating 
on( operation (if he is an employee) or in directing 
one stage in the manufacture of an article, such as 
qmming or mining (if he is an mpbyer). So 
that the price he receives for the service he is 
, rei^ding becomes a matter of much ^Sreater 
boacem than the part which his services ^y in 
producing the finished article, or than the cir- 



m.} ' 

cn Ulrich the demand for that arti^ 

ie^ds. > 

After the Industrial Revolution the factory owned 
by a private capitalist became the typical busuu^ 
unit. The employer performed a double function ; 
he gave forth the dir«:tive ability, i.e. decided 
the policjr of the firm and was responsible for its 
execution, ^nd he also provided the capital, either 
from his o^ stock or by inducing others to lend 
him theirs W interest. But the second half of the 
last century saw a great change as the joint-stock 
company gradually ousted the private business 
from the place it had previously held. It is a very 
gfflieral idea, and as erroneous as it is general, that 
the Industrial Revolution took place once and for 
ever between the years 1750 and 1830. But the 
revolution in business method and organization that 
began in the middle of the last century, though 
perhaps not so dramatic nor so catastrophe in its 
effect, has had influences as far-reaching and pro- 
found as those of the earlier transformation. 

The cause of this change was twofold. The second 
half of thfrs nineteenth century saw a very great 
devdopment in communication. Railways opened 
up the interior of continents, steamships linked 
continents together, and these two resulted in „the 
substitution of a world-economy for a national. The 
opening up of new resources and new markets created 
a necessity for very large capital, larger than could 
be pAvided by one man or group of partners ; and 
therefore there arose the need to appeal to tho^ 
with surplus capital to invest. At the same time, as 
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Iheiiecessity for Uuqger capital made itsdf fdt, tiieie 
was emetiging a class of people made rich by the 
industry and with quantities of idle n^th fmr 
whidi .they were anxious to find a profitable use. 
It is difficult to say which cause played the more 
important part — ^whether those with surplus capital 
seeking investments stimulated the openlhg up d 
the new markets, or wheth^er the existence of the new 
resources and markets c^ed forth thy supply of 
new capital. Each probably reacted up/n the other 
and the two coming together made ^ssible 'the 
great development in joint-stock companies which 
is the principal characteristic of later nineteenth- 
century conunerdal and industrial life. 

Yet despite the almost phenomenal increase in 
this type of business organization, a very large part 
of the world’s trade is still carried on by the private 
business ; and it will be well here to compare the 
two, to tod what part each has to play and where 
one must draw the line of separation between them. 
In the private business there is one man (or small 
group of partners) to whom the business belongs 
and whom one calls " the employer.” His work is 
to organize the firm ; to attract labour and capital 
to himself by promising a certain remuneration ; 
to discover the best places from which to procure 
raw material and the best market in which to sdl. 
He decides when to push out into new directions or 
when to contract. He may not perform all these 
functions personally, but it is he who exdtts a 
^eral supervision over those performing the 
specialists' jobs, and it is he on whom the work d 
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etiiipldyer who bears the risk. Those who lent 
him mbney mid those who gave their woik have 
contracted to receive from him, periodically, a more 
<0* less definite remuneration. He hims^ has no 
such assurance. His profits depend on the surplus 
he can mlyke out of his selling price, after making all 
these pa3nBcnts ; and he .will therefore, if he wishes 
to make a'^ving, be on the alert for opportunities 
to increase this surplus by economizing his expenses 
or by addirig to his ^les. 

In the joint-stock business there is no one person 
to whom the name "empbyer” can rightly be 
applied. The business is owned by the share- 
holders who may number many hundreds. The 
work of organization and direction is done by salaried 
officials, and although nominally the shareholders 
haire the right to criticize or to change the policy, 
this privilege is rarely exercised. For the owners 
are entirely unknown to one another and meet, if at 
all, only at the annual general meetings of the com- 
pany. It is, therefore, difficult for them to engage 
in any joint^action, or even to know much of the 
details of the business that, in theory, they control. 
The limitations of the joint-stock company are 
evidently those of hiunan nature. As men. are 
generally not so alert in the interests cd another as 
they are in their own, a business which dq)ends 
largely for its prosperity on the directive ability of 
those in authority will not be as suitable fen: joint 
stock as will one whme the work is mainlyfoutnfe. 
In an industry which is still in the experimental 
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&e libcessity for qtiickness of decbion ind astiaa; 
toe adaptability and for intelligent anti^patioh 
resnlts'in the predominance of the private busme^ 
Where, again, the goodwill of the firm lies in the 
rotation and personality of the hea^, as for 
exmnple so often it does in dressmaldng establisl^ 
ments or in firms supptymg artistic -^oration; 
or where to standardize the work is impc^sible owing 
to continually changing circumstance, as with 
agriculttire— joint stock is rare. But this type of 
business is found where the experimental stage is 
over, where the main lines of the industry are laid 
down and where no very quick change of policy is 
essential.^ As human wants are insatiable (for as 
soon as one is satisfied another makes itself felt), and 
there will always be, therefore, certain industries 
in the experimental stage, it is unlikely that, the 
private bu^ess will ever totally disappear. But 
in those industries to which the joint-stock firm is 
suitable it has undoubtedly great advantages. The 
very large capital that can be accumulated By 
himdreds of small investors makes possible the 

* Bcof. G. yf. Daniels points out that in the cotton industry 
of lAncashire the different spheres of the private business and 
^e^oint-stock company are well exemplified. In 1911 less than 
t6 per cent, of the spinning firms were private concerns and 
nearly 48jper cent, of the weaving concerns were still in private 
hands. The spinning side of the industry allows of a high degree 
of specialization and the market for yam is fairly stable. On 
the weaving side it is in the districts which producefor the com- 
paxativdy stable Eastern markets that the joint-stock firm tends 
to predsoninate. In other districts where production is canied 
on for more changeable markets it is still speatly out-niimbeted 
by the iwivate concern.*'— Omook. 
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liilifiially attained wh^ one man is responsible for idt. 
M the eccmomies of large-scale production can then 
be introduced. The laiger the firm, the greater the 
d^[ree of specialization; for the larger the firm 
the easier it is for the specialized man and the 
specialist machine to be continually employed. 
Trhe largeii^firm has the. advantage in marketing, 
in advertMng, in transport, in buying in large 
quantities, m the greater use of its by-products, in 
the organization and supoirision of its employees 
and in many other ways. 

It is the special function of the employer to bear 
the risk of the business ; and where this risk is spread 
over several hundreds none of them feels it to be 
very burdensome. Since the passing of the limited 
Liability Acts of 1855 and 1862 a sharehold^ is 
liable for the debts of his firm only to the extent of 
his holding. The attractiveness of such an invest- 
ment means that it is easier for joint-stock companies 
than for private businesses to get capital for new 
enterprises, because the subscribers are risking only 
a portion of’ their fortunes. And the facts that any 
amount, however small, can be invested, and that 
the capital can be easily liquidated if the owner 
wishes to use it in some other way, again add to its 
advantages. 

Yet the very ease with which capital may be 
invested and withdrawn is a drawback when looked 
at from the social rather than the commerdal point 
of view. When a man has only a small portion of 
his wealth invested in an undertaking, and that 
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<mly toniMwarily, it is natural tbatlie ^oukl 
not led in its working as keen an intend as tlte 
man whose whole livelihood depends on its diccesa. 
His interest begins and ends with the amount of 
dividend he recdves on his share. It would be 
wrong to stress unduly the difference between 
private businesses and joint-stock comp anies in^ 
their respective relations with their 
Both are now generally so big that in ^ther case 
is it possible to maintain a personal relation between 
owner and worker. The days are long* past when 
the master lived surrounded by his hands and knew 
each one of them by namd However intolerable 
the conditions under which the workers then lived, 
however harsh the treatment meted out to them, 
they were forced to admit that the employer had a 
place in the industrial world. And even if the 
difference in the work done by them and that done 
by him was not sufficient to warrant the gulf between 
their incomes, yet they felt that his was not entirely 
unearned. It came to him by dint of hard work 
and dogged perseverance. But even now when the 
private business man is unable to distinguish 
individually each of his thousands of workers and 
never comes into contact with them, the knowledge 
that it is he who is directing the firm and organizing 
its policy is enough to make the workers grant him 
the right to a certain remuneration. But with the 
joint-stock companies this justification does not 
odst. Hie workers feel resentment because *th^ 
l)idieve*that they are working to produce profits fin* 
a body of people who do nothing to earn them and 
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%«Si and the conditions under which tliejr woi^ 
are of no importance to tiie owners of the business, 
who subord^te all dse to a passion for pn^ts. 
Shareholders are not alone in their capacity for 
taldn^ wfthout giving ; th^form one section of the 
''^ceat 'Do^ of those who enjoy larger or smaller 
incomes IW virtue of possessing rather than of 
doing. Bin the economic and social history of the 
last seventy years has been such that th^ have 
come to typify that section of the community whose 
main interest in industry has been to increase its 
capacity for producing profits rather than anything 
necessarily of value. 

II 

The same forces which worked together to hasten 
the development of joint-stock companies resulted 
in a still further step being taken in capitalist organ- 
ization— the joining together of businesses in varying 
t3rpes of assOdations and amalgamations. The rail- 
wa3^ and steamships, by widening the area from 
which raw materials might be drawn and in which 
goods might be sold, not only inspired the creadon 
of businesses on the big scale, but also vastly increased 
the area of competition. For instance, before the 
openjog up of the world as one market, England 
depended on hersdf for all perishable commodities.; 
but after 1870 began the wholesale impmt df meat, 
butto:, eggs and fhiit, so that the Biiti^ former had 
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teaete. la the earlier part of the nineteeoth centtity 
&e pountry housewife still depended laigdy oh ^ 
periodic fairs and markets in order to reploush her 
stores. As the country districts became linked 
up by rail, the necessity for this gradually disap- 
pear^. She could buy daily or weekly what ^e ^ 
required from the local shopkeeper, wli^ StiSSSi 
could be ordered by telephone and sent^uickly by 
rail. And as communication grew speedier and 
cheaper 'the area of effective competition of the 
local shopkeepers, too, widened considerably. Motor 
fleets from the big towns compete for the trade of 
the outl3dng districts, and goods ordered by post and 
sent " carriage paid " offer the purchaser a wider 
choice and quicker delivery, maybe, than can be 
obtained from the local dealers. ** It is possible 
for a woman in an outlying coimtry district of 
Cornwall to shop by catalogue with ease in either 
Manchester, London or Paris." ^ 

The railways and steamships, the telephone and 
postal services broke down the barriers which 
difficulties of transport had put between different 
areas, and made for a keener competition not only 
within one country but also internationally. The 
exc^ve rivalry which resulted from a widening 
of the market had its natural result. Men grew 
tired of cutting their prices in the attmpt to oust 
a trade rival, and agreed to come together to^limit 
thrir spheres of action in their joint interest. The 

^ Prof. Mn. L. Knowles, IndusMaland Ommerciat RmluHtms 
of NinoUmlh OnOmy, 



tefideitcy tcnrards combinatidti d 
l|ie coosequenM of the continual price-cuttmg by 
tons each anxious to get a bigger share of the tra|4e. 
iPhe American Industrial Commission in its Fttriimin* 
aiy Report on Trusts said 

" Amoi^ the causes which have led to the formation 
oitf p d H st^ combinations, most of the witnesses were 
of opinimOhat competitiofi so vigorous that profits of 
nearly sdl^mpeting establishments were destroyed is 
to be*given first place.” 

i 

The same cause is again assigned first place in the 
Report of the Committee on Trusts (Cd. 9236, 1919) : 

“ Co-operation began among the manufacturers only 
after a period of severe depression and acute competi- 
tion.” 

" There had been a period of very keen competition, 
with the residt that most manufacturers were ms^g 
little, if any profit. Many were practically ruined. 
It was thought that if the existing works were bought 
up by a company the trade would be placed on a more 
stable basis.” 

" Its immediate object was the removal of price-cut- 
ting which<,rendered unprofitable practically the entire 
industry.” ^ 

For this reason, then, and for other advantages 
which were seen to accrue to associated firms the 
history of the last twenty to thirty years has been 
one of a steady transition from competition to ami- 
bination in all the big industries. 

” We find that there is at the present time in evei;> 

. important branch of industry in the United Kingdom 
* Cd. 9236. 



^ teodeac^ to the {otnaftthraT <rf, Tiide 

Aesoeiatioas and'Combmes, having fcH' thdr pnipoM t]}e 
lestxictuni of irompetition and the control of ‘prioesv' 
“ ; . . thoe are few comers of British industry in 
whkh some kind of trade association is not to be fonnd 
and some of them can show a thoroughness of organiza- 
tion not easily surpassed." ^ 

Industrial combinations , can be divide^fllKb't^ 
classes— tenninable and permanent. Of the ter- 
minable associations there are again many degrees of 
extent, scope and organization. Such a combinar* 
tion is based on a contract, not necessarily writtoi 
or formal, for the attainment of specific purposes. 
The simplest t}rpe is that known as the " gentlemen’s 
agreement," which occurs when a number of traders 
meet from time to time to settle prices, output, etc. 
The agreement between them is purely verbal and 
depends entirely on the good faith of those making it. 
But such an one is generally (though not invariably) 
limited in its scope, as it is difficult for other than 
local traders to come to such an agreement. It is 
more usual to form a properly constituted assodar 
tion, with officers, subscriptions and carefully drawn- 
up rules, the infringement of which is penalized by 
a fine. Some such associations settle the terms on 
which' business shall be done, the discounts, the 
terms of credit, the charge made for packing and 
transport, etc. In other cases the price at which 
goods riiall be sold is determined ; or some try to 
inevent over-production by regulating the amount 
to1)e produced by each firm or by agreeing to divide 
out amongst themsdves the h<mie and forogn 
8.a.i.r. D 



The agreement to regulate outpntalm(^ 
Mvanably* follows on the formation of a Price 
iU^ation. For the latter, by fixing prices at some- 
thing higher than could have been obtained under 
competition, stimulates greater production, which 
cannot be got rid of by lowering prices without 
^breakin^ the rules of the Association. A glut ensues 
aSd "plMubly a tempor^ucy agreement to stop pro- 
duction until the surplus has been absorbed by the 
demand. But naturally the reasonable step of pre- 
venting over-production is next taken and leads to 
Associations for regulating the output generally. 
The more highly organized association which attempts 
to exert continuous control over production is that 
known as the pool or syndicate. The percentage of 
the total output that each member of the Associa- 
tion has been in the habit of producing is determined 
by a qualified accountant, and each then pledges 
himself not to overstep this mark. Periodically 
the books of each member are inspected and those 
who have produced more than their quota pay an 
agreed^e into the " pool ” ; whilst those who have 
fallen wort receive agreed compensation. Theweak- 
ness of such an arrangement is that firms do not 
remain static ; s(«ne increase in productive capacity, 
others decline. The pool, however, tends to stereo- 
type the industry, fixing it as it was when the 
agreement was made, and those whose powor is on 
the increase naturally demand to be allowed to 
pr^uce a largo: percentage. In some cases it pays 
a weak firm to give up business altogether and 
ebraw compensation from the pool, whilst a strong 



^es over' its share wd pays the apjaropiiate 

■' ... It was a law of progress that the iaeffidwt 
^oldg'o, but in practice progress was impeded because 
he would not go and so instead of trying to kill him 
they had decided it was better to pension him off, since 
that cost far less. If the ineffident man. wfio lued to 
struggle to do 3 per cent, of the trade, likes^ vwui^ 
himself with doing z} per cent., or none at all; the differ- 
ence goes to the more efficient man, who, working more 
economically, can well afford to pay into the pool 
from Mdiieh the inefficient man can draw compensation.” * 

In another type of association the temptation to 
produce more than one’s allotted share is removed 
by the whole business of selling being taken out of 
the hands of the individual firms and given to a 
special department of the joint body. All that is 
produced is sold to this department at an agreed 
pike, and is then sold by them in the market for 
whatever price the state of trade allows. The 
profit is distributed according to the percentage of 
output allotted, whilst any price received above 
the one agreed upon goes to the member whose 
product is sold. Sales Associations of this type, or 
Kartells as they are more commonly called, are 
found mainly in Germany. In England it is unusual 
to l&d one of such a Ugh degree of organization. 
The nearest approach is found in those trades in 
which work is undertaken on contract as, e.g., 
building, engineering, etc. Here it is usual* for 
manufacturers to agree on the tender price, the firm 

^ Cd. 9*36. 



^ thi^ as compensation. 

lie main chaiecteristic of the tenmnable assKi^ 
tion iathat the memb^ remain entir^ sepamte 
except for the one or two purposes for which the 
associatien is formed. Each firm retains complete 
CMtscd,^er its own internal organization, over 
thebuy^ of its raw material, and over the methods 
of production. They combine to procure a higher 
price or make sure of a market, and if the associa- 
tion comes to an end (as so often happens^ through 
internal bickering and jealousy), each is able to, 
resume its own industry and continue as before. 
They are, therefore, unable to take advantage of any 
of the possible economies which, normally, co-opera- 
tion makes possible. They result, that is, in a 
continuance of the wastes of competition, without 
any of its advantages. The wasteful duplication of 
activity and plant, the lack of standardization of 
machinery, the difficulty, because of expense, of 
scrapping obsolete tools, the necessity for trans- 
porting small quantities and canning separate 
stocks, all these remain, and the only thing which 
justifies them, i.e. the protection of the consumer 
through the rivalry of the producers, is removed. 
The fear that the association may at any (time 
break up owing to internal dissensions tempts the 
members to put prices high, in order to make as 
mudr profit as possible in the time at their command ; 
and the consumer is thus penalized for the lade, of 
oiguizatim and bad manageme nt of theptoducos. 
From the point of view of the cooununity there 






gne jadvantage to jb« gained from 
tein^ble combinations. The r^;^tmn of oitt* 


and a glutting of the market, and consequmitly tends 
to keep both trade and emplo}mient steadia th^ 
thiey would be tmder perfectly free competition. 
But the price paid for this advantage seons exces- 
sivdy high. . 

The permanent combination is quite different in 
nature and characteristics from the t}q>e that has 
just been described. It is formed by the union of 
several firms which, heretofore financially separate, 
no longer remain so, but merge themselves together 
under some central body. This merging may take 
place in several ways ; the companies may remain 
nominally separate for the sake of using well-known 
names and trade-marks, but are actually the pro- 
perty of a holding company which controls their 
policy, prices, etc. In other cases the amalgamation 
takes place by one firm buying up its rivals, or by 
two or more companies exchanging a sufficient 
number of their shares to give interdirectoral con- 
trol. 

The "trust" form of combination, which has 
now given its name to all permanent associatu^, 
wa^ invented by Mr. Rockefeller and his colleagues 
of the oil industry. The largest shardiolders of 
a number of oil-refining concerns deposited their 
dliares with trustees, receiving from them in return 
tmt certificates. The original owners then retired 
fifmn active participation in the industry, which Was 
entirdy controlled by the trustees, who distributed 



profits th^ made in difi^ds 6n the 
tnist certificates. Thus was the famous Standard 
Oil Trust formed, and its example was quickly 
followed in other industries. Later this device was 
declared illegal by the United States Government 
.and die companies reverted for a time to individual 
oymerslm In most cases where a trust had been 
formed usual step, on being declared illegal, was 
to sell out to a new company and it was soon easy 
to circumvent the anti-trust laws. Whatever the 
process of formation, the result is the'siune— 
the complete sinking of the identity of the amal- 
gamating firms info that of a new body. 

The ruling motive for the associations of all types 
that have so far been considered has been the 
suppression of competition. But an examination 
of the permanent combine or trust shows the exis- 
tence of a second reason for co-operation between 
firms. When businesses come together only tem- 
porarily to control prices or output or markets, the 
number who can combine effectively is limited. It 
is restrict^ to those who are all in the same line of 
business, for only so is there a common product the 
price of which can be agreed upon. But if the 
union is to be permanent, besides this " horizontal ” 
form of combination, another, the " vertical,” also 
becomes possible. The object of this second type 
is not simply to suppress competition in the supply 
of Oge conunodity or service, but to concentrate 
under one control all processes of production, 
from the extraction of the raw material to the sale 
of the finishe d product. In this way the main unit 



isii^8D||thenedby the absorption of all ihtermedkte 
ahd collateral profits. ' % 

" Thus when Lord Northclifie, the proprietor of the 
DaUy Mail, purchased The' Times, he was effecting a 
horizontal combination in the newspaper world; but 
when Lord Northcliffe either bought or set-up papw 
mills in Newfoundland he was bringing about a vertical 
structure of industry." ^ , 

This form of combination is found mainly in the 
iron and steel industries, where the coal mines, 
supplies 'of iron ore, blast furnaces, steel mills and 
other works are often found under the same manage- 
ment. The United States Steel Corporation with 
a capital of £369,000,000 is the most conspicuous 
example of vertical and horizontal combination 
together. It was formed in 1901 to acquire control 
of eight great companies, each of which was in itself 
the result of the merging of many firms. As a 
result this corporation owns great steel plants, 
coal and iron mines, railroads and lake steamships, 
and has large interests in gas and water companies. 
It has branches all over the world and maintains 
warehouses at all points important for its foreign 
trade. In 1912, a year of special investigation in 
the United States, it did between 80 per cent, and 
90 per cent, of the total foreign business in iron and 
steel of the country. 

The movement towards trustification was originally 
not as strong in England as in America ; for Etjglish 
industrialists are famed for being both conservative 

0 

1 Labour and Capital in iha Engineering Trades. Labour 
Research D^artment. 



^ • u^vidaai^^ But il^ 

in the United States gradtufiy impaled the 
English to follow suit ; and since 1900 the nu>ve- 
m«Qt towards combmation has been rapidly gaining 
ground. This tendency was given tremendous im- 
petus during the war. In many cases associations 
were formed as the result of advisory committees 
which had been called together to hdpin the ration- 
ing of raw materials, or when it had been found 
necessary for the Government to consult the most 
informed opinion in the trade. Having formed the 
habit of consultation in matters of joint concern, 
many disbanded advisory committees reunited as 
Price Associations or as permanent groupings. Many 
industries also learned during the war the advantages 
of standardizing machinery and processes; and 
although it is possible to get this without complete 
amalgamation, it is infinitely more difficult. Un- 
doubtedly the Excess Profits Duty did much to 
speed up the movement towards combination. 
Many firms which had made high profits bought up 
their wc^er brethren, and thus put into "cold 
storage "money which would otherwise have had 
to be paid to the Exchequer. It seems unlikely 
that the movement will slacken pace, even though 
the special circumstances of war-time no longer 
exist. The advantages which accrue to the members 
of a trust were so successfully demonstrated during 
and inunediatdy after the war that the tenden<y 
of t& future will be probably towards a continu^ 
tightening of control, tows^ a more efficient 
merging of one firm into another. 



a trust y thflsf id 
laj%&«iBle prodbction carried to its extrsine. Oi$e 
of chief difficulties of any large concern is to make 
sure of its supplies of raw materials. Vertical com^ 
bination gets over this at once by producing for 
its^ all that it requires. Big stores set jxp their 
own factories, have their own farms, their own tea 
plantations, their own transport agencies, etc. The 
largest soap combine in England has developed 
various parts of the world for oil-bearing nuts and 
seeds; and so on. But even where horizontal 
rather than vertical combination has taken place 
the trust has still the advantage— by bu3nng in large 
quantities, by avoiding middle-m«i, by enjoying 
better creffit than can a smaller firm whose business, 
being competitive, is less secure. More particularly 
on the selling side does the combine enjoy privileges 
which are not given to freely competing firms, how- 
ever large. It often happens that a firm in the 
south regularly supplies goods to customers in the 
north, despite the fact that the same goods could 
be equally well obtained nearer home. Ignorance 
or long business relationship accounts for this 
wasteful arrangement. When the supplying firms 
are joined, the order, with whichever branch it is 
otigipally pleced> can be executed by the one nearest 
to the customer to whom the goods have to be sent, 
and transport charges are thereby saved. Again, 
despite the ease of communication, a great deal of 
n^tiation depends for its success on the personal 
fa^or ; *and it is only a wealthy concern that can 
afford to maintain its own representatives in other 



ffot only is the e3q)ort 

by the use of these highly trained salesmen, but 
these r^esentatives are able also to acquire know- 
ledge of sources of raw materials and get in touch 
with supplies previously closed to them. A very 
great sarong, too, can be made in the publicity 
department ; the need for the wasteful and expensive 
advertising, designed to make the public buy from one 
firm in preference to the others, disappears, and only 
so much need be spent as is required to keep know- 
ledge of the t 3 q)e of goods produced before tHe pubhc. 

Generally, however, the greatest economies of all 
are to be found in the manufacturing process itself. 
When firms have amalgamated it is e&sy for them 
to standardize their machinery and patterns. In 
this way repairs become a matter of much less 
costlmess, for any part that is damaged can be 
replaced without returning the whole machine to 
the original maker. And the machinery itself can 
be produced very much more cheaply, because 
the maker, too, can standardize his work without the 
necessity of continually resetting his tools for 
different 'specifications. The combine can save 
greatly by specializing still further amongst its 
component firms. Instead of each trying to supply 
several branches of the trade, its activities are«ar- 
rowed down so that it is able to produce one or two 
things much more efiiciently and economically. 
An<l even where greater specialization along these 
lines is not possible, saving can be effected by the 
more equal distribution of the work of the industry. 
Quite frequently, when firms are competing, one has a 



gljat of orders and b working overtune, wfai^ another 
ia kble to ke^ open only a few da^ a wi^ ; or a 
pOficid of good trade may have attracted into the 
industry a larger numbo' of firms than the tiade can 
nonually bear. A trust can apportion out its orders 
equally over all its factories, and can effeipt great 
permanent saving by shutting down entirely those 
works for which there is not sufficient use. When 
the Whisky Trust of America was formed, forty- 
eight of the sixty factories were closed down and 
the whole of the trade supplied from the remainirig 
twelve. Many of the largest combines spend huge 
sums freely on their experimental departments ; 
and, by setting up a central bureau of information 
regarding the technical details of the industry, are 
able to ensure that all the constituent firms have 
access to the best advice. 

Not all trusts are capable of taking advantage of 
these opportunities for more economical and effi- 
cient working. They suffer from the limitations of 
all very large concerns in that they are only suitable 
to- the industry that can be greatly routinized. 
Yet there is a limit to routinization ; there comes 
a point where everything depends on the initiative 
and resourcefulness of those in authority. The trust, 
by its very size and power, calls for super-men Of 
extraordinary organizing ability ; and as such men 
are rare it is by no means all the combines which 
distinguish themsdves by their efforts to eliminate 
W9ste. It is much easier for them to secure their 
end of hl^er profits by restricting output and raising 
prices. 



tr^ in tii«» respect is tto* 
ll^lttte. ‘ It is vety rare {or a ccwrbtiro to kcl^ 
every firm m the industry ; a control of Itotweito 
to percent, and 8o per cent, of the trade is.deemed 
sufficient in most cases to give an effective monopoly. 
Tha% is always danger for the monopolists, thero* 
fore, that if their prices are very high, the uncon- 
trolled firms will make a>bid for the trade by under- 
cutting them. This is less likely to happen if the 
nature of the industry is such that a very large 
imtial expenditure on plant is required. 'For th^ 
only those with conunand over large capital could 
enter into competition, and even these would prob- 
ably soon amalgamate with the trust. But in other 
cases it acts as a very real check on the power of the 
combine to raise prices, since the beginning of such 
a rivalry means either that the monopolists will 
have to engage in a conflict of price-cutting and seU 
even at a loss until their competitors are killed, or 
else that they will have to try to buy them out, 
probably at a price much above their real value. 
So that it pays to forgo the highest level of profits 
in order'"not to tempt too many others to steal 
custom from them. 

Not only has the monopolist to consider the pos^ 
Inlities of competition within his own indu^try^ but 
he must remember that, if his prices become too 
high, people will endeavour to find substitutes and 
that other industries will strive their utmost to . 
supply the need at a lower price. Thus if the price 
of gas reaches an exorbitant levd, it may i»y 
builders to instal electric light and power as an 



to th(& hAtises ; or 

is^dmde to have oil stoves in thdr n>D|i» insteaj^ 
(^ l^ttii^ gas fires. An example gi this ccnn* 
pi^tion between trades was seen during the eoal 
strike of 1921. When the supplies of coal ran short 
many factories and ships instituted plant to use dl 
as fuel, but later, when coal was again obtainable, 
oil was thought to be more.expensive, and the plant 
has in many cases been scrapped. If, however, the 
price of coal rose to any considerable extent whilst 
die price'of oil remained constant, it is likely that a 
large number of firms would turn their attentimi 
to experiments with the aim of finding the most 
suitable way of using oil as cheap fuel. For this 
reason most large monopolists try to get control not 
only of all competing firms which supply the same 
ar^e, but also of those which either do, or might 
in the future, supply substitutes. The American 
Meat Trust, whose activities were investigated in 
1918, is an amazing example of the extent of the 
ramifications of a close concern controlling enormous 
capital. This trust is composed of five meat-packing 
corporations, known as the " Big Five," who together 
amtrol horn 61 per cent, to 86 per cent, of the difier- 
ent lines of the meat-packing trade. Thdr activities 
are pot confined to America, for they have sub* 
sidiaiy or controlled or afiKUated firms in Great 
Britain, Canada, Germany, France, Italy, Denmark, 
Australia, New Zealand, Uruguay, Brazil, Argentine, 
Paraguay, etc. Huy have not only a monopolistic 
c^troPover the American meat industry, tmt 
have " secured control, similar in purpose if not yet 



ia eiiezit, oyer the prmdpal rabstituteO lor nieii^ 
stK^ di ^(gs, cheese and vegetable oH-iitoducts, ahd 
Sre rapidly extendhig their power to cover fidi and 
nearly every kind of foodstuff." In order ^o make 
their monopoly more eSective they have gained 
control of market-places and of means of trans- 
portation and distribution. They own, either 
separately or jointly, stockyards, refrigerator-cars, 
rolling stock, storage facilities, etc. So that even if 
any competitors arose they would be entirdy at 
the mercy of the Big Five— who control eyoythir^ 
that is essential to the distribution of perishable 
foods. 

A very much simpler and more homely illustration 
of the same tendency is shown in the ownership by 
one company of both the London omnibuses and 
the Underground Railways. 

The most effective check on the power of a mono- 
poly is the existence in the same industry of some 
institution which sells the same article or service 
and yet could never be induced to enter the com- 
bine. London traffic again affords an illustration. 
Recentlydie London County Council decided that to 
encourage the use of its tramways during what are 
usually the slack hours, a maximum fare of 2d. for 
any distance should be charged between the hours of 
10 a.m. and 4 p.m. As the London General Omnibus 
Co. nms its buses in certain areas over the same 
routes as the tramwa3rs, it was not long before notices 
appeared in the buses that the 2d. maximum would 
operate on the buses too, but only cm those routes 
whidh are served also by the L.C.C. trams I The- 



ai^^ti^ of Miioicipal authorities are^ boiwever. 
l^ti^^ so riuit th^ coidd theref(»e hot act as a 
i^^aid, except in those industries, such as gaS, 
rian^rt, etc., which are in many districts entheiy 
under thek control But in more general industries 
the same part may be played by the Co-operative 
Societies. • 

As these societies are bodies of consumes pro- 
ducing for their own use an& not to sdl their products 
at a profit, they have no inducement to put prices 
high, for, the extra profit that they would make as 
salesmen would be returned to themselves as con- 
sumers, in the form of a rebate on purchases. That 
the great size of this non-profitmaking organization 
really enables it to exert its influence on articles of 
general consumption can be seen in its relations with 
the Imp^ial Tobacco Trust Co. This company was 
formed in 1901 to compete with an American trust 
which was making a bold bid for British trade. 
After a protracted fight, the two companies united, 
and their joint strength was sufficient to enable 
them to impose conditions on the retailers stocking 
their brands, as to minimum prices, eta It was 
then that the company tried to bring the co-operative 
movement within the scheme. 

"‘Two br three years ago,' says the Co-operative 
News of 24th March, 1906, ‘the Imperial Tobacco 
Trust Co. desired the Engl^ Wholesale Society to 
observe certain conditions in the sale of the trust’s 
tobaccos, otherwise supplies would be cut ofi. .The 
Wholesale Society could not see their way to fall in 
with die views of the Imperial Tobacco Trust Co., 
and there the matter evidently ended. At any rate 



^ ^olesale SodeQr oontimMl to s^ onl^ 
to fiid tn^‘o(mipany none of tbeto oime Midi; 
njoioffilled.'"* , 

As the English Wholesale Society marntfactures 
tobacco on its own account, it would naturally 
r^[ard {^boycott as a good opportunity of extending 
its own business. 

The existence of healthy foreign competition again 
acts as a check on the prices charged, and to this 
extent a strictly Free Trade policy will protect tiie 
community from a certain amount of ejqfloitation. 
The imposition of a tariff on goods from abroad 
induces traders to ama^[amate very much more 
readily than they would otherwise" do. For to 
protect a trade means that there are possibilities of 
earning higher profits in that industry than are 
normally to be gained. Capital flocks into the trade, 
fierce competition ensues and those who survive the 
fight join together to control the industry in their 
joint interest. But where, as so often happens, 
trusts are international in character and the world 
markets ^e apportioned out amongst the various 
firms, this' check is no longer operative. 

Demand itself acts as its own safeguard. There 
comes a point b^ond which each individual feels 
that it is not worth going. The limit is reached at 
varying times according to the income and tastes (d 
the purchaser, but come it does; and therefwe as 
pri^ is raised some purchasers drop out altogether, 
others curtail the amount they buy, and the total 

* Tnutt in SrUish Industry, H. W. Macnwty. 
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a large quantity at a low price or a smaller quantity 
at a bigli price. He will bie guided by the "dastidty 
<ri the demand ” for bis goods, i.e. by the rate at 
iiriach demand falls ofi as the price rises. • If the 
article is a necessity, or a conventional necessity 
(e.g. beer, tea, tobacco), the demand' does not fall 
an3rti>ing like as quickly as if it is a luxury, and the 
price can be raised fairly high. But very often 
prudence'enjoins keeping price more or less steady. 
A permanent combine has to think of the future, and 
win not rouse public opinion against it, by raising 
prices too quickly, or as high as possibly it could. 

Whatever the diecks that help to prevent the 
monopolist from using his fuU power, there is little 
doubt that wherever combination exists, price is, 
more or less, higher than it would be if competition 
held; and that in consequence the community 
is being exploited in the interests of the monopolist. 
When, however, we come to consider what more 
effective safeguard could be devised we are immedi- 
ately confronted by almost insuperable difficulties. 
It has been suggested that the State should either 
fix the prices of important commodities (as it did 
during the war), or that some such tax as the Excess 
Profits Duty should be permanently establiriied to 
take for the community the extra pnffits gained 
through monopoly. But in normal times it is ex- 
' ceei^ingly difficult, if not impossible, for an external 
aUffiority to fix prices. It would l^ve continually 
to do so on mformation that is out of date, and 



j&ere prevent the adjusti^t 
(ffld demand, of which the fluctuations in price are 
both a cause and a consequence. Nor is it any 
more possible to make a tax like the Excess Profits 
Duty permanent. During the war E.P.D. achieved 
its end to a certain degree— it attempted to take for 
the State those profits which could be said to be 
definitdy a consequence of war conditions. The 
fixing therefore of the profits of pre-war times as 
the basic rate, any increase over which could be taxed, 
had reason and justice on its side. But how Can one 
decide what is an equitable basic profit in normal 
times ? Any rate fixed on is purely arbitraty and 
one is quite unable to judge how much of the extra 
profit gained by any concern is due simply to control 
of markets, and how mudi is the reward of excep- 
tional ability and organizing efficiency. 

Another proposal that has been made is that 
the Gordian knot should be cut by prohibiting mono- 
polies altogether. There would still remain the 
difficulty of deciding exactly when a monopoly 
occurs. .. It is most imusual for one company to 
control the whole trade. There would thus be the 
necessity of settling what percentage of control 
constitutes a monopoly. The effect of such anti- 
trust legi^tion would be to drive combii^itions 
underground, to be expressed in "gentl^en’s 
agreements” or “honourable understandings,” in 
\^ch cases the exploitation of the consumer would 
ccmtinue but without the compensating advantages' 
of uiufied management and more efficient ptbduclion. 
Ihe problem finally resolves itsdf into this : “ How 



6# : ^itAt a^ 

o&y ine^^i^^ that resblte from la^ 

inidhisfary being under unified control, and yet ensuK 
that the benefits of unification are passed on to the 
coQUnuniiy ? ” The Committee on Trusts whidx 
was appointed by the Ministiy of Reconstruction 
in 1918 st^ested that the Board of Trade should 
be empowered to investigate the extent and influence 
of all trade agreements ahd combinations and to 
give publicity to the action of any group of firms 
which seemed to be working against the public 
interest. ' Such publicity would doubtless have a 
beneficent effect. By allowing the public to see 
wherever prices were being charged very much 
higher than was warranted by the cost of production, 
it would serve to create an enlightened public 
opinion which could show its disapproval of extor- 
tionate charges by a boycotting of particular goods. 
Experience has shown that an adverse public opinion 
is what is most dreaded by monopolists and it is 
possible that publicity would act as a real deterrent 
to high prices. But it must be admitted tiiat this 
is hardly a sufficiently powerful remedy for a problem 
of such extent and gravity. Consumers are so dis- 
organized a body, that it is not certain that an 
effective opinion would be created a series of 
Govenunent rqwrts. Such a policy of publicity 
has great use during a period of very high and quickly 
fluctuating prices (as in the years following the end 
of the war) because public interest in prices and cc«ts 
is piaintained at a high level ; but normally it is 
Uidikely*that ordinary people would give sufficient 
time to a study of the reports for public opinion to 
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% for the (»iimitni% 

itself in its collective capacity, i.e. by State Actidh. 
When an industry has come under monopolistic 
control it generally means that the period of e3q)eii- 
ment is<over, and that the industry is capable of a 
very high degree of standardisation. If this is so, 
and if the industry is also’one of national importance, 
there seems to be a clear case made out for Public 
ownership. The question of nationalization will 
be discussed in a later chapter. It will )k enough 
here to note that, in the words of four members of 
the Committee on Trusts, 


“State ownership does not necessarily imply State 
management. In some cases it may be preferable to 
lease the enterprise with prescribed schedules of prices 
and wages and other necessary conditions for manage- 
ment either by a Local Authority, a Co-operative Society, 
or a joint-stock company." 


The charging of extortionate prices is the complaint 
most gdHerally brought against monopolies because 
it is in that vray that they are brought into the most 
direct relations with the ordinary citizen. But 
there are other aspects of monopolistic control of 
equal if not of greater importance, as for example 
their political activities, or the effect of combines 
on the position of laWr. Opinions vary very 
greatly as to whether workers are actually treated 
bettor or worse by trusts than by ordinary competing 
firms. The general feeling seems to be that the 
greater size of the trust makes more evident to the 



the eadst betwaai 

hihislf and hh employee. 

In the recent industrial unrest it was generally the 
fadg^ firins which experienced the most trooUe. The 
toutenqr'of these large aggregates is necessarily to 
become impersonal and to make the worker {e|l that he 
is dealing with a vast machine not amenable to ordinary 
persuasive influences, against which his only weap<m u 
to strike." * 

It may be that the higher profits earned by the 
trust makes it possible to give higha: wages and 
better conditions to its workers, than a smaller firm 
coukT profitably allow ; but the concentration of 
capital and authority does undoubtedly limit the 
freedom of the employee. Whilst firms are com* 
peting, it is still possible to a limited extent for a 
worker to exercise choice as to his job, and to better 
his position, perhaps, by offering his services to 
another ernffloyer. But when businesses are working 
under a joint control it is difficult for a man to 
change his job without his employer’s knowledge, and 
therefore without his permission. The vast capital 
also gives the employer a very much greater 
economic backing in negotiation with the worker 
than the most highly organized Trade Union can 
afford. 

The comparative weakness of even the organized 
worker means that in the effort to maintain dividends 
it is often the wage-rate that is the first eiqpense on 
* which economy is practised. A trust can buy tip 

* StptmnMn of Miniary of Mwrifions, glviiig evldeaes 
bcion Cominittee oo imstt. 






fir^ by btcread^ 

^ere the'piice that is paid represents nothhig more 
than the actual value of the plant and goodwill, 
the increased productivity of the company allows 
for the payment of the dividend on the new capital. 
But con\][)ines are, as a matter of fact, often seriously 
over-capitalized because of having bought out small 
competing firms at a highly inflated price. A big 
trust has generally the alternative of killing ofi its 
small rivals by a price-cutting war, or of buying 
them out. It genially chooses the latto* bourse as 
being less expensive in the end, but it is natural 
that a firm should put up its price when it knows of 
a wealthy purchaser anxious to buy. During the 
war, too, a great number of unprofitable concons 
were bought up to evade pa3dng Excess Profits Duty. 
In this way the capital on which dividends have to 
be earned is very largely increased, whilst the pro- 
ducing capacities of the trust remain more or less the 
same. Increased charges can be met by higher 
prices or lower ivages, and as it is difficult to raise 
prices qijickly beyond a certain limit, an attempt is 
made to lower wage-rates. 

The political danger is however even greater than 
the social and economic, because it is le^ evident. 
The tendency towards amalgamation hais reunited 
in the growth within the State of a number of 
industrial monarchies, which use their financial 
ai^ority to influence Governments, to act in ways 
beneficial to their interests, but maybe prejudi^ 
to those of the public. The capital resoufces of a 
big trust are so great that it is ea^ fw it to infiu- 
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hitib,vjly to Pa^y funds, by getting its memb^ 
dlected as representatives to Parliament, by con- 
ti:ol]jng.the Press and thus influencing public opinion, 
etc. The influence of the oil trusts on foreign 
politics shows as well as anything the ^wer of 
these States within the State. 

The oil industry is of such a nature that there 
is a natural tendency towards monopoly. It is, in 
fact, difficult, if not impossible, to conduct the 
industry: profitably on a small scale. The produc- 
tion of oil is a very hazardous undertaking, for there 
is no security in the possession of it until it has 
actually been stored above ground. Moreover oil 
wells are so rapidly exhausted that a continual effort 
must be made to find new sources, if output is to be 
maintained. The speed with which wells are ex- 
hausted adds another difficulty to the problem of 
transport, for pipelines and refinery installations 
built to take the production from one place become 
soon of no further use. But the greatest difficulty 
of all with which the oil industry has to contend is 
the very quickly changing demand for oil as a whole, 
and for the different brands of the products. Keen 
competition amongst the owners of oil leases makes 
it e^p^eedingly difficult to decrease supply quickly 
to meet a falling demand. As boundaries are neces- 
sarily on the surface eadi is afraid that his rival will 
ccmtinue to draw off the oil from an underground 
pool and store it for further use when demShd 
revives! Production continues in full swing until 
all the available storage space is in use and prices 
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dema^ necessitates an incl<!^ Jn sttpi^^ 
^ industiy cannot easily exf^nd. Ground nnirt 
be prospected and drilling take plaoe before, ^e oil 
can be brought to the surface, while in the inter> 
vening months prices soar upwards. This veiy 
great fluctuation in price means that the <dl 
industry is highly specu4tive, and it is only a large 
combine which takes in hand all the operations of 
producing, transporting, refining, and marketii^ 
that can hope to weather the storms. The nature 
of the industiy thus led easily to the devdopm^t 
within each country of big groups to control the whole 
trade. But naturally the desire to make profit 
safer by being sure not only of supplies but also of 
storage and trading facilities has resulted in the 
formation of trusts with world-wide interests and 
of international importance. Thus the Standard 
Oil Co. is not content with controlling the dl 
production of the United States, but has sought 
fear new oil-bearing areas in Mexico and South 
America, in Rumania, Russia, Czechoslovakia, 
Mes(^tdmia, Palestine, and Persia. The same is 
true of the Royal Dutch Shell (the result of the 
union of big companies of Holland and England) and 
of the Anglo-Persian Co. The desire of ea^ 
these and other companies to secure its future 
supplies by procuring concessions of possible oU- 
bearing areas, leads inevitably to conflict bet\raen 
thesii. This might be of little general interest were 
it not that in each case the financial power of tile 
companies is so strong as to enable them to malm 



scMdal and political importance, mainly with the view 
ol giving to one group or another power over oil- 
bearing ground. 

Towards the end of 1920 there was a possil^ty 

serious friction, and even open hostility, ^>etween 
America and England, solely because the American 
oil companies resented the fact that combines com- 
posed largely of British capital and staffed by 
Eng^hmen, had managed to acquire possession 
of a large number of the richest petroliferous areas. 
To balance what was considered an unfair advantage 
over their own nationals, the United States Govern- 
ment began to cancel many of the concessions held 
by the British in Mexico and South America, and it 
looked for a time as if the fight between the con- 
cession-holders would develop into a problem of 
the greatest international importance. The first 
political cause of hostility was the conclusion in 
A{»il, 1920, of the San Remo agreement between 
Frimce and England, which provided for joint 
political action with regard to oil-development in 
Mesopotamia, Galicia, Rumania, Asia Minor, etc. 
It was agreed that in Mesopotamia the French 
should take over the 25 per cent, share formerly 
hdd by Germans in the Turkish Petroleum Co. 
(<ff which the remaining shares were held 50 po: cent, 
by the Anglo-Persian Co. (of which the British 
Ctovemment is the largest shareholder) and 25 ^ 
ceht. by the Royal Dutch Shdl combine (which is 
laigdy Bitish). The American Govonment imme- 



diatidy prot«sted on bdialf of the ^t^dard 
and as a result of that interventimi gained for the 
comjKmy a concession in I^estine. 

In a like way the influence of the oil trusts served 
to break up &e Genoa Conference, on which the 
hopes 0^ all the world were set to bring some order 
into the economic chaos prevailing in Europe. The 
Soviet Government of Russia had been anxious to 
get a unified administration of all its oilfields, and 
had asked the Royal Dutch Shell, Standard Oil and 
the Anglo-Persian groups to join to operate them. 
The scheme broke down owing to the refusal of the 
two first to enter any combination togetho*. During 
the proceedings at Genoa came the rumour that the 
Royal Dutch Shell group and the Soviet Govenunent 
had negotiated an agreement for the working of the 
oilfields. Inunediately the American Government, 
although it had previously refused to take any part 
in the conference, urged on by the Standard Oil 
Company, backed the French and Belgian delegates, 
who for other reasons were anxious for the con> 
ference ^ot to continue. Thus the fear of one oil 
trust tha^ another might rival it in supplies resulted 
in the breakdown of a conference that was meant 
to settle the reconstruction of Europe, and on which 
the lives of millions depended. " This minor int^est 
of the great oil trust was sufficient to hamper the 
n^tiations and limit the achievements of the world- 
coiderence at Genoa.” * 

X inoblem which is international in scope can be 

*JtteMulrucfioi$inEurofi0. Publiabed by JIf ancies(erG$iardia», 
Commercial. 
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with <»dy machineiy which is iatemational 
ih natTire. The Economic Section of the' Leitgue of 
Nations seems a vety suitable body to take upon 
itsdf full investigation of the activities of all inter- - 
national combines and make recommendations as 
to what should be done. The recommejidatimis 
of the League are not necessarily ratified by the 
respective Governments, hut publicity would be 
of the greatest value, and would make dear the 
issues on which action might be taken. 



CHAPTER III 

ORGANIZATION OF IIJDUSTRY : LABOUR (I) 

I 

In the oldest code of laws of which we have know- 
ledge — ^the code of Hammurabi, King of Babylon, 
who lived several millenniums ago — ^there are care- 
fully set down by that wise and just ruler the regula- 
tions that were to govern the relations of his subjects. 
If a man wished to know the obligation he incurred 
in ordering a house to be built, in hiring a boat, or 
in striking a gentleman, a woman or a slave, he had 
but to look at the appropriate section of the code, and 
then calculate what rank of man or woman he could 
afford to injure, or what size of house was con- 
fonnables..with his wealth. Although the largest 
part of the industry of Babylon was carried on by 
slaves for their owners, it was usual for a man with 
special work afoot to hire from others their young 
sons or their slaves. Naturally, therefore, Ham- 
murabi set down-along with the price to be paid for 
the hire of oxen, sheep and goats, the cost of the 
seniices of labourers and craftsmen. 

" If a iwftn has hired a labourer from the bc^inni]^ 
the year tiU the fifth month, he shall give six si 
64 



;«S^ per diem; fr^ the shEtb mcmUi ^ -the eol «E 
^ year, he give five sS ol silver per diem. ^ 

When mmi and women could be divided into quite 
definite grades and the value of each estimated, life ’ 
perhaps was narrow, but it was more or less devoid 
of friction. But when gradually through tbe ages, 
status gave way to contract, the growth of personal 
freedom brougM in its train innumerable difficult 
problems. For when a man’s place in the world is 
no longer immovably fixed by custom and despotic 
law, but depends on his own initiative, the difficulty 
of ensuring that each finds the niche into which he 
can fit becomes the central problem of any com- 
munity. 

In the modem western industrial world, when, 
towards the end of the eighteenth century, the 
beginning of the new industry broke up the old 
economic and social system, the movement which 
had been developing from the Middle Ages reached 
its maturity. Ihe old idea of the division of man- 
kmd into fixed grades, each with its appropriate 
lights and duties, finally disappeared. Its place 
was taken by the philosophy that looked upon 
society as a collection of entirely separate and 
indiydual units. But the complexity of the atten- 
dant problem of the best way to weld those units 
togetho: into a good community was not fully appre- 
ciated. The solution of the problem was considered 
* an easy matter by the philosophers and statesmen 
ofithe time. “ Each man,” they said, ” desires Us 


* Bakj^mkm md At^rian Laws. C, H. W. Jobai. 



iiiwn and prosperity, a|td kadm better 

than anyone else possibly can theb^waytoadiieve 
it. Leave men perfec^y free to seek this end; 
and as society is made up of its individuals, the result 
will be the ^hest prosperity of which the nation 
is capable." 

A too strict adherence to this doctrine was the 
cause of the degradation of a large portion of the 
population of England during the last century, and 
sowed in the hearts of the workers the seeds of a 
bitterness and hostility which have ever since 
continued to grow. For when the theorists urged 
the necessity of leaving men free to find their own 
level in life, they forgot that men do not start 
equal ; that some begin the race half-way to the 
goal, whilst others are so heavily burdened as hardly 
to be able to move. It is this inequality in position 
which is the raison d’itre of Trade Unionism. 

To pretend that an employer and an individual 
worker stand on an equal footing when negotiating 
the contract of wages to be paid, hours to be worked, 
etc., is to lose oneself in abstractions. Nominally, 
of cours^ a worker is free to refuse to sell his labour 
if he considers the payment offered is insufficient, 
or the conditions of emplo}unent imsmtable. But 
this freedom is seen to be somewhat shadowy srhen 
it is realized that the alternative to accepting em- 
jdoyment is starvation for himself and his family. 
There is never a man, however poor, but knows that 
tlffire is some other in even worse plight than him- 
sdif. And he knows, therefore, that if he rSuses a 
job, another whose need is desperate wiU acc^ it. 
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bf9«ver low the wage. But if all wh0 are sIdB<^ 
ia; a particular trade band themselves together and 
refuse to give their labour except under certain 
conditions, the power of each is greatly inaeased. 

To the employer it matters li(|^e which of two 
average workmen is chosen to fill one vaxaacy; 
to the workmen it is a matter of infinite importance. 
An employer, though dependent on labour colleo* 
tivdy, does not depend absolutely on an individual 
worker and can afford to wait if nobody applies 
immediately for a job. The worker is absolutely 
dependent on those who have it in their power to 
give or to withhold work and wages ; be cannot 
afford to wait, for the amount of his reserve is n^li* 
gible. It is the employer’s special function to have 
a detailed knowledge of the markets, and to know 
the value of the goods being produced, and of the 
labour that produces them. The worker, illiterate 
and tired, with no leisure to understand the complex 
fxoUems of the industrial world, is at a disadvantage 
when bargaining for the wage to which he considers 
himself entitled. For with no knowledge of markets 
he is unable to refute the arguments of his employer, 
when he is told that his demands are more than the 
industry can bear, or are not warranted by the state 
of t^e. 

The trade union gives to the workers the economic 
backing that the employ^- inevitably has by reason 
of his capital and knowledge. By building up a 
fund out of weekly contributions it enables i3ie 
workef to stand out for the pice collectivdy 
decided upon, in the certainty that no one will take 






itiK^lob at 9 l«»m’ rate, wsA 
^ penoi him to mdt for a short time at U^. 
wHhiout bemg faced with starvatioo. Not only does 
it substitute the advantageous collective 'baigUin 
for the individual <me, but it gives to the worker the 
8ervice%of an expert and trained n^otiator, whose 
business it is to devote his whole tune to the study 
of market conditions, and so to be able to meet, the 
mployer, or his agent, on equal ground. 

Qri^aUy local societies, formed with a purely 
defensive policy of maintaining a standafd of life 
that was being continually lowered, trade unions 
have grown into national associations, wielding 
enormous power and with aims so wide and far- 
reaching as to be difficult of definition. Their 
general function of "maintaining and improving 
the workers’ standard of life " may be and is inter- 
preted in innumerable ways. One view is satisfied 
with the conservative ideal of bettering the con- 
ditions of work within the existing framework of 
society ; another holds that such a function cannot 
be performed without the total re-oi^^anization of 
communal relations. For it is important to realize 
that the Trade Union movement is not a coherent 
or organic thing. English Trade Unions differ from 
those of other European countries in having grown 
up luior to socialistic teaching and not as a conse- 
quence of it. They have been fotmded at different 
times in the various industries to meet the pressing 
ni^ of the moment, and the manner of thdr bi^ 
has affected their development. In the fiffies the 
fom befief in the " Wages Fund ” theory, i.e. that 






vilgesdep^^ pr(^itioal>etwee&pe^ 

capitd/' led to the convictidii tiat the 
01^ vray to increase wages was by decreasuig tiie 
nnmber seeking employment. To this proposition the 
workers’ corollary was the formation .of powerful 
oraft unions which sought by strict apprenticeship 
regulations to limit the possible number of appli- 
cants for certain t3rpes of Work. By the twentieth 
centiuy the exclusiveness of craft has been practically 
destroyed; and the prevalence of automatic and 
semi-autctmatic machinery has made obsolete in 
the majority of industries the apprenticeship laws 
that previously ruled them. The tendency of the 
unions of this century is, therefore, to a very much 
wider basis of association, to combine, that is, not 
simply membem of one craft, but members of a 
whole industry. 

The fact that unions have grown up at different 
periods to meet different needs accounts for the 
complexity and difficulties of the Trade Union 
movement to-day. For ideas change but slowly, 
and constitutions are rigid things. A society with 
a long history is proud of its traditions and is often 
unable to understand that its aims and methods are 
inapplicable to conditions that are vastly different 
fimn ^ose existing when the society was founded. 
The result is a medley of unions of all kinds, with 
widely differing aims and with conflicting ideas as 
to the place they should aspire to fill. Apart from 
thm primary function of bargaining coUectivel^ 
for'mimmum standards of vrages, hours and con- 
ditions it is almost impossible to s^e a generalisa- 

8Ur.l.P. F 



ti(^ about the^ will apidicatibn to aay 
union at random. There is no defixdte trade unimi 
ppliqr or philosophy ; it depends entirdy on the 
d^ee of education, on the sdf-consdousness and 
on the convictions of the members. Thqr may 
restrict^themselves to negotiating higher wages and 
shorter hours ; they may see as their main work 
the gradual overthrow of society and its substitution 
by one organized on a more moral basis. 

" Trade Union theory is not like the laws of , the Medes 
and Persians, unalterable. It varies with the intellec- 
tual development of the members. At the present 
moment we are concerned in safeguarding our members' 
interests in accordance with present-day conditions of 
society. We hope, sooner or later, to mould public 
opinion and use the institutions of the country to bring 
about greater organic changes in the basis of human 
society, so that the relations between employers and 
workers shall be better than they are to-day." ^ 

There are broadly three methods of organization 
for the workers— craft, occupational and industrial. 
The craft onion associates all who are engaged in the 
same iabostrial process, or on processes so nearly 
akin that one worker can do another’s job. This is 
the basis of association of most of the smaller onions 
as, e.g., the Bricklayers, the Ironfounders, or the 
Sheffield Razor-Hafters and Knife Grinders. Occu- 
pational unions are an obvious development from 
the craft ; they unite all who are engaged on a group 
kindred processes as, e.g., the Amalgamated 
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of Woodworkers; or the itenalj^unated 
Ki^emng ITnion. The industrial union is btiilt 
on a difierent foundation; it combines in one 
society all those, however dissimilar their work, 
who together co-operate to produce a particular 
commodity or service. At present there iano real 
industrial union, but the National Union of Railway- 
men is a close approximatibn to it. Its membership 
is Open to any employee of the railway companies, 
although as a matter of fact the clerks and the loco- 
motive-iden are organized in two separate unions. 

The craft unions claim for their structure, that as 
interests are uniform throughout, their power in 
collective bargaining is very considerable and can 
be intelligently used. Where the union has a 
monopoly of the men possessing a certain skill, it 
is able to secure attention to its demands, for it can 
paral}^ the trade with vay little expense to itself. 
But the exclusiveness of crafts is breaking down. 
The tendency in manufacture is continually to 
subdivide one skilled process into a number of semi- 
skilled or automatic ones ; and the members of the 
craft must, therefore, be very careful that there is 
not a body of semi-skilled men able to step into 
their plapes and do their work at a pinch. The 
recognition that (except in a very few industries) 
the craft is no longer in an impregnable position has 
led of necessity to a greater impetus towards federa- 
tion and amalgamation ; and the power of unio^ 
has varied largely in proportion to the degree of 
unity Ihqr have achieved. To be effective the 
federation must be in receipt of regular contributioiis 



frotti ib cpostituen^ sodeties> iii drddr to be:i^ t6 
dcett its authraity to bring about conoerted a<^0ib 
udien necessary. The difficulty lies in the pride of 
the unions, each of which is unwilling to rink its 
identity in the larger association. But the bound- 
aries of ^crafts are now so indefinite, and difterort 
crafts merge together so imperc^tibly, that between 
two unions working near to one another in the same 
field there must be a kind of No Man’s Land : and 
each union seeks to absorb those men engaged on 
these border-line processes. This rivalry Itads not 
only to the waste of duplicating administration, but 
results in the foUy of demarcation disputes between 
the unions as to the bounds of their spheres of 
influence. The gradual realization of the absurdity 
of this policy, coupled with the knowledge that the 
larger the Union the stronger is it financially, has 
very greatly strengthened the movement towards 
joint action ; and has resulted in many instances in 
a federation so close as to be in fact (if not in name) 
an amalgamation. 

Amalgamation, however, may proceed along two 
lines ; it'bray be the combination of various allied 
crafts to form an occupational union, or it may be 
combination of th^ different grades that together 
make up an industry. The Anudgamated Engineer- 
ing Union is an example of a number of crafts 
joining together to form an occupational uni(m; 
udiile in the Miners' Federation of Great Britain are 
a^iodated the different crafts which together make 
up the industry. The line of separarirm betw^ 
them is due partly to the nature of the occupation 



ttod pflurtijr to a con^ k ideas as to i^e part tnufe 
i^kons Mioold play. The problem of organisatkm 
m the mines is very simple. All who are engaged in 
the mdustry are grouped together in districts, and as 
their power depends on their ability to prevent 
absolutdy the production of coal it is naty^ that 
all engaged in that work should join together. But 
oigineers are employed in practically every industry 
and if each group joined in the industrial organisa- 
tion of the particular trades to which it was attached, 
not only*would their power as engineers be consider- 
ably less, but the rates of wages and conditions of 
work would be different all over the country. But 
the movement for the substitution of Industrial for 
Ouft Unionism derives its inspiration mainly from 
those who see in the trade unions the necessary 
weapon whereby to bring about a reorganization of 
society. The Guild Socialists, who have made 
articulate the hitherto ill-defined demand for control 
of industry by the workers, have put as their aim 
the organization of production into guilds, each 
cmhprismg the whole of one industry, and carrying on 
work for the benefit of the commimity. The first 
step in this direction is naturally the organization 
of employees into industrial unions in preference to 
craft or occupational, and as this ideal has captured 
the imagination of the younger and more raergetic 
members the necessity for association along these 
lines is being contintudly preached. 

There is one important function of all trdfle 
miaom, vkitever their size, whatever their aims, 
which is very rardy recognized— that is, their educa- 



tioti4 work, (^e am ha^y concdve of a iaer 
iRuning for democrsuy than is received by the 
members of a trade union. Political democracy is 
only a name, if the general mass of the dectorate are 
too ignorant, or too poor, or too overworked to take 
an intdygent interest in the work of their Govern- 
ment. Yet in general the Government of a country 
u too remote from the individual citizen for him to 
realize that it is he who has the power to decide the 
policy of the ruling authority. His control is so 
spasmodic, he feels himself so insignificant a imit 
of a vast community, his immediate interests absorb 
so much of his time and energy, that he soon loses 
whatever interest he ever felt in the actions of those 
he chose to rule him. He thinks of them as " the 
Government,” a remote and generally malignant 
power, as some quite external body with no relation 
to himself, except to force him for no apparent 
reason to do things he dislikes doing, or to refrain 
from doing other things that he immediately passion- 
ately desires to do. 

But in the small trade union branch a man meets 
others whom he knows from work, who have the 
same interests as himself, and a point of contact 
is at once established. Their purpose in meeting 
is very definite; they have a certain grie^eance 
which they wish to remedy and they are prepared 
to discuss together the best way in which this may 
be done. They learn how to state their views so as 
td' carry conviction ; they learn to criticize the 
statements of others. And when a course oraction 
has been decided upon, it is to the interest of all to 



sbe tiiat their appointed officers c»iy oiit efficient 
the branch’s mandate. The subjects of discussion 
are mattm of vital and immediate importance that 
affect the details of their daily life, ^d it is not 
difficult therefore for the members to realize the 
relation between the policy they have voted^for and 
the results, good or bad, that are its consequence. 
Nor does it stop there.* Industrial, social ar.d 
political problems are so intimately bound together 
that discussion of an industrial difficulty leads 
necessarily to an effort to unravel its social and 
political causes and consequences. So that for an 
intelligent trade union member the mental horizon 
is continually widening. 

That this is actually the case can be seen in the 
very much keener political interest that is evidenced 
in those districts in which the workers are highly 
organized. The Trade Union journals open their 
columns to discussion of social and political legis- 
lation and often print articles of the greatest value 
on questions of foreign policy, taxation, etc.— 
articles which at one time woiild not only have 
aroused no interest in the mind of the normal worker, 
but would have been unintelligible to him. The 
various societies which set themselves to provide 
highpr education for those who normally are cut 
off from organized educational activities at the age 
of fourteen, find that the greatest demand for classes 
and tutors comes from the members of well- 
oiganized trade unions. The Workers’ Educational 
A&odlation, which povides for working men and 
women tutorial classes and courses of lectures of 



ftan^ had alBlistjsd to it iq x^xi 
Trade Unions, Trades Coondis imd Brandi^r^^^^ 
Tlie Final Report on Adult Education, puldidied 
inzgiQby the Committee appointedby the Ministry 
"of Reconstruction, shows that, although the demand 
for adult education is fairly widdy difiused, it ]^ys 
a very much more important part in industrial th^ 
in rural areas, because tthe former are organized 
whereas the latter are not, and because the organized 
worker with his higher standard of life has more 
interests, as well as more leisme in which to develop 
them. 

“Adult Education tends to develop most readily 
under the conditions which facilitate the rapid develop- 
ment of other movements, and to be weak where they 
are weak. It is spread most easily in towns where 
there is a fair level of prosperity and leisure, and where 
social life has the cohesion which comes from organiza- 
tion — ^in Lancashire or Yorkshire or South Wales, rather 
than in ^t London . . . among classes which take a 
keen interest in some department of knowledge rather 
than among those who are made incurious by concen- 
tration upon material interests, whether of poverty or 
of riches.” 


II 

The methods by which trade unions neg(^tiate 
their agreements are of almost infinite variety. But 
in practically all the bigger industries the procedure 
is carefully regulated and is carried through with 
awtomatic precision. The representatives of em- 
ployers and workm^ are brought togeth^ t>y 
COundis and Boards, and agreements are reach^ 



ai^.th6 result of disoissicm aod bargam 

disoossion fails ; both, sid^ find themsdves 
imable to meet on common ground, and a strike 
ensues.' But the number of cases in which warfitre 
is resorted to is very much fewer than it was before 
the more efficient organization of the ^workers 
allowed for the possibility of reaching a settlement 
by negotiation. There is a general opinion that 
strikes are actually more numerous then they used 
to be. The reverse is true. But the strikes of 
tO'day are so much bigger in scale that they cause 
more inconvenience and can no longer be ignored. 

Even before the beginning of this century many 
industries had provided themselves with coundte 
for conciliation and arbitration, to which were 
automatically referred diluted claims for altaa* 
lions in wage rates and working conditions. In 
1896 a Royal Commission on Labour was appointed 
to “ consider the relations between employers and 
employed " ; and in the course of their inquiry the 
attention of the members was directed to Concilia' 
tion Committees which were already in existence. 
They found that many industries (notably engineer- 
ing, shipbuilding and mining) had provided them- 
selves with voluntary committees, to whom disputes 
had to be referred before a strike took place ; there 
were also district committees not confined to any 
particular trade, but willing to offer their services 
\iriierever they were required. The worth of these 
boards lay in their ability to prevent a strike rathdr 
titan settle it once open hostilities had broken out 
Tor botit sades wexe more wiiliimg to tfte 'dne ynsfi 



of: i^ew of the other and tliere waa ho question yet 

the maintenance of dignity or prestige. But their 
purely conciliatory nature was, in a way, their weak- 
ness. The knowledge that there was no coiainty 
of reaching agreement made each side unwilling to 
concedq too much, lest its position should be 
weakened if a strike eventually took place. 

The Commission recommended the Government to 
establish no new machinery for the settlement of 
disputes, but to encourage as far as it could the 
rapid extension of voluntary committees 'to other 
trades. The Conciliation Act of i8g6, which em- 
bodied their recommendations, provided for the 
registration of any Conciliation or Arbitration Board 
making application, and gave the Board of Trade 
power to inquire into any dispute and appoint a 
conciliator to bring the parties together. But it 
was recognized that conciliation had very strict 
limitations and that in some cases neither party 
would compromise at aU unless a strike was definitely 
to be avoided by so doing. The Act therefore gave 
the Boa^d of Trade power to appoint arbitrators 
who, on the consent of both parties, might adjudicate 
between them and give a decision which, thou^ not 
legally binding, both parties should feel themselves 
in honour boimd to keep. . 

From 1896 this Act has been the source of most of 
the attempts to foster negotiation at the expense 
of industrial warfare. As organization of the workos 
iffcreased, more and more trades set op their own 
machinery ; while the Board of Trade was Slways 
ready to provide an impartial arbitrator should the 



find it difficidt to do so. As is 
lOliaral, there is very great diversity in practice 
among these bodies both in structure and in porvers. 
Some trades have local boards, some district, others 
national. Some committees are peimanently estab- 
lished, ready to act if a dispute is apprehended ; 
others are merely ad hoc bodies called together if a 
specific matter requires settlement. In nearly every 
case, however, the broad features are the same ; the 
Board is formed of equal numbers of representatives 
of workers and of employers with an impartial 
chairman. It is usual to refer to arbitration if con- 
ciliation fails, i.e. to ask an impartial chairman to 
give a decision by which both sides will abide ; and 
in many cases there is a whole hierarchy of organiza- 
tions, so that if argument is found impossible on 
one committee, appeal can be made to the higher 
bodies. 

The war gave a very great impetus to the develop- 
ment of negotiation. For it was essential that pro- 
duction should be maximized and that stoppages 
should be as few as possible. As the result of the 
wave of patriotism which spread throughout the 
country, the Trade Union Congress, the General 
Federation of Trades Unions and the Labour Party 
jointly agreed to do all in their ^wer to urge workers 
and employers to make a serious attempt to reach 
an amicable settlement before having recourse to a 
strike or lock-out. But the necessity fmr speeding 
up production in those industries which were esset^ 
tiaffw the successful canying-on of the war necessi- 
tated something more definite than this. Conse- 



called a r^eswtaiimiiieeti^ 
the officials of the trade muons coached ahd 
in 1915 the “ Treasury Agreement '* was dra^ up 
and signed. By its terms the officials {nromised to 
use their influence against the calling of strikes and 
to endq^vour to refer disputes to arbitration. There 
was nothing very new in this ; there was no cmn- 
pulsion ; the officials simply agreed to recommend 
this course of action to their members. And it was 
not until the series of Munitions of War Acts of 19x5- 
16-17 that for the first time it was made actually 
illegd to strike, and the decisions of the Boards of 
Arbitration were made legally binding. 

The legal prohibition of strikes was so fertile a 
cause of bitterness and umrest that on the termina* 
tion of the war it was at once repealed. Nor was 
the hostility arotised merely by conditions or cir- 
cumstances peculiar to the war period. In England 
the organized workers have always been strongly 
opposed to any measure of Compulsory Arbitration, 
and this attitude has had very general support from 
both ei^ployers and the public. In 1911 an Indus- 
trial Cohncil was appointed by the Government 
to consider this very question. In the course of its 
investigations it found that, whereas from 1896 to. 
1912 597 cases had been referred to the Board of 
Irikde for arbitration, very many thousands had been 
settled by the voluntary committees. The Indus- 
trial Coimdl, impressed by this, felt that to take 
fWay the voluntary character from these settle- 
ments would be at once to destroy their efSciSve* 



upon the i^dple of consent . . ^ «s ate loth 
intofere vvith the internal oiganusation of the 
'^ss^tiims on both sides, by putting upon them the 
necessity of exercising compu&on upon their 
members, or to introduce a new principle wmdi might 
hatre :for-reaching and unexpected effects upcm the 
natural ^irowth of such Associations or upon the spirit 
with which as a rule they have carried on." ^ 

In 19x7 a very extensive inquiry was conducted 
into the causes of the industrial unrest all over the 
country, fmd there was general agreement that the 
cause lay largely with the compulsion of submitting 
all disputes to arbitration. Not only was the 
almost inevitable delay in hearing cases the occasion 
of bitterness, but the workers resented the restriction 
of personal freedom at a time when the limitation 
of their numbers would have given them greater 
bargaining power than ever before. Principally, 
however, the unrest could be traced to a lack of 
confid^ce in the Government, and an unwillingness 
to accept its arbitrators as impartial. Whether this 
fear was justified or not is immatmal. If men are 
compelled by law to submit their disagreements to 
the judgment of an external authority, the impar- 
tiality of that authority must be beyond question. 
And any lack of confidence in the judge, however 
unwarranted, immediately destroys whatever useful- 
ness such a system may have. 

Nor is the dislike of compulsion as unreasoning as 
it ny^ appear. Bef<ne it is possible to compd tw^ 
disputants to abide by the settlemmtt of a third 
* hUbuHM OomuU Jltpert. Cd. 6932, 1913. 



laii^ptes, the aj 

^filfciGhlar^^^^^c^^ the judge ie 

td uiake. If no such body of prindples ek^ thei^ 
is no standard by which the arbitrator may give his 
verdict* He can be guided only by his own in^vid^ 


opini(ms, which have no more moral sanction thsh 
the views of any other ihan ; and to compel others 
to-abide by his decisions would be to put him in the 
position of a despotic lawgiver and to deny demoo* 
racy. Now at the moment no such body of moral 
law exists in the industrial world ; in fact the basic 
pindples of mdixstiy are in a highly controversial 
and even chaotic state. For instance, before giving 
to a Board the absolute legal authority to decide 
particular wage rates, there must be in the com- 
munity more or less general agreement as to what is 
the right basis of wages. Should remuneration be 
based on the needs of the worker ? Or on the value 
Of his work ? Or in accordance with what the indus- 
try can bear at the moment ? Are the number of 
hours u^ked to be based on a scientific computation 
of the munber that will result m the greatest total 
output? Or should one take into account other 
considerations, such as the value of leisure for 
purely spiritual and cultural development ? • 

But the lack of a standard does not apply to all 
disputes. Agreements made between Employers’ 
Asaiciatimis and Trade Unions are generally for a 
tem of years. In the meantime new drcums^ces 
fluy arise, and result in a dispute as to the way in 
the old agreements shaU be applied. Su^ A 







a. new settlement is being negotiated 
If^dj^leds mvdlv^ and unless both p^es vdtiih 
consent to allow a third to jud^ between 
arbitration can do nothing.^ 
t not daimed that an* agreement arrived at by 
means of a strike or lock-out has any more moral 
than an* arbitrator's decision. It merely 
shows which .of the disputants is the stronger. For 
^a strike, inasmuch as it is an appeal to force, has no 
.power whatever to effect an equitable settlement. 
Bnt generally the strength of the rival parties is not 
the only deci/ling factor. Public opinion plays a 
very great part, and can so strengthen the side to 
which it gives its support as to enable a group of 
financially weak workers to carry their quarrel to a 
successful conclusion or vice versa. Public opinion, 
however, is not always on the side of the right. It 
depends for its facts on newspapers which are almost 
alwa3^ too biased to give a true account of the case^ 

' The tendency has been, therefore, whilst leaving the 
. final settlement of disputes to voluntary collective 
tergaining, to investigate impartially the causes of 
the disagreement. By shedding the light of pub- 
lidty it is hoped to aeate an enlightened public 
opini<m which will use its influence either to prevent 
a etrike or to bring it to an end. 


I CQB^nlsoiy AiUtntioo, when tried in Auitralin, fai teS 
math mis veanr lack of a standard by which to Judge, and ifaioa 
1918 atrikas nave once more become legal. 




%■ &duirtrial Courts Act of 
4 de&; Fart I of the A<^ provides for the setti% iiq^ 
of a standing In<histrial Court, composed ei &Or 
Idoyers, workers and independent persons (and in 
addition one or more women), all nominated by the 
Blinister of Labour. If the Minister can get jhe 
consent of both parties to a dispute to. subndt^ to 
the Court, the President nominates such menibers 
as he thinks fit. The Chainnan (one of the indepen- 
dent persons) acts as umpire and his decision, thouj^ ' 
not l^aiiy binding, is generally observed. ' In addi- 
tion to its judicial function the Court may, at the 
request of the Minister, advise him regarding any 
matter arising out of a dispute. Part II, however, 
is the more interesting section. Without the consent 
of the disputants, and even if a strike is actually in 
process, the Minister of Labour may appoint a Court 
of Inquiry, to investigate the causes and circum- 
stances of the dispute, and to report to the House. 
The motive is simply publicity — ^to give the public an 
opportunity to form an opinion as to the party 
which 1^ been wronged and to decide to which its 
support ^ould be given. One of the most notable 
inquiries conducted in this way was that made by 
the Court of Inquiry into the Dockers’ dispute in 
February, 1920. The Court, which sat under the 
dtairmanship of Lord Shaw, made a very thorough 
investigation of the conditions of dock labour, of 
.scales of payment, of methods of emifioyment, of 
responsibility for the serious loss of output, etc., 
and after wdghiag the evidence on both sidST the 
majority (including the Chainnan) repented in favour 




ibat 1^^ tii# 

So great was the effect on the pul^ mind 
thrown onto the dock industry that the 
Natibnal Council of Port Labour Empli^ers was 
focf^ to agree to the most important clauses of the 
and a strike was thereby averted. . 

One other alternative to the appeal to force in the 
settlinnent of disputes remains still to be discussed — 
the J<^t Standing Industrial Councils, or as they 
axe better known the Whitley Councils. Although 
these CoUhdls have their place in the history of the 
gmieral development of machinery for negotiation, 
stand somewhat apart. For their value lies not 
shnply in their work of conciliation, but in that they 
represent a belief on the part of the general public 
that the organized worker has a right to a voice in 
the control of the industry of which he is a member. 
How much real control the Whitley Coimcil actually 
gives to the worker will be discussed later. It is 
their use as alternatives to strikes that must here 
be emphasized. 

Despite the good work done by Conciliation and 
Arbitration Boards, their inadequacy to prevent a 
laige amount of industrial warfare could hardly fail 
to be recognized. It was felt that the cause lay in 
the fact that the two parties came together only 
vdien they were already in disagreement, when 
feeling was running high and there was a lack of 
tolerance and an inability, if not an imwillingness, , 
to si^the point of view of the other. As there wasi^ 
no g^etal opportunity of frequent meeting, a number 
bf minm grievances and difficulties never got dis> 




o 



at a|i, with, the rasgl thef 
aoc^iilated, irritating both sides iamd maldng^ 
temper of the negotiators an3rthing but conduciye 
to Mendly agreement whw a meeting was at last 
arranged. To meet this difficulty, the Recon- 
structign Committee on the Relations between 
Employers and Employed, whidi was appointed^ in 
19x6 under the Chairmahship of the Rt. Hon. J. H. 
Whitley, M.P.,suggested that all the hig^y organized 
industries should be urged to form Joint Standing 
Industrial Councils, representative of the employers 
and workpeople of the whole industry. It was 
reconunended that these Councils should meet at 
regular and frequent intervals and thus afford an 
opportunity to all to meet, at other times than when 
passions are inflamed by disagreement. Not only 
would this serve to make all more tolerant, but it 
would enable petty complaints to be dealt with as 
they arose, before their pin-pricking influence had 
had time to make itself felt. 

There are at present in existence seventy Joint 
Standing Industrial Councils and thirty-two Interim 
Industrial Reconstruction Committees, m addition 
to ninety-three other joint bodies on Whitley lines, 
covering altogether a total of three and a half 
million workers. There is no doubt that .these 
Councils^ in making possible round-table conferences, 
can hardly fail to work for good. For whether one 
thinks that the root of industrial unrest lies in the 
^^tem itself, or whether one believes this too 
swe^ing a judgment, one cannot deny thaT any 
increase m sympathetic understanding, and in 



LA90im t': ' 

for acquiring an Insight jiiiid the livna 
ihofughts of others; must necesiranly have a 
beneficial effect. One veiy great advantage has 
undoubtedly resulted. As the workers' sides of 
the Councils are formed of representatives of aH 
crafts and occupations, they serve to bring togetho: 
the various unions catering for similar classes of 
labour, or classes commofi to one industry. The 
result has been to break down unnecessary barriers 
between unions and considerably to hasten the very 
desirable 'process of amalgamation. For instance, 
"the Building Industry has its Joint Industrial 
Coimdl, the workers’ side of which represents the 
following unions : Amalgamated Society of Wood- 
workers, National Amalgamated Society of Opera- 
tive House and Ship Painters and Decorators, 
Operative Stonemason’s Society, United Operative 
Plumbers and Domestic Engineers' Association, 
National Association of Operative Plasterers, 
National Association of Builders’ Labourers, Opera- 
tive Bricklayers' Society, and a number of othos." ^ 

When one remembers the great waste occasioned 
by overlapping unions, and by the disputes between 
them as to definition of their respective spheres of 
influence, etc., one can hardly rate too highly any 
tmifying influence. Trade unions are ^dually 
coming to see the folly and extravagance of narrowly 
sectional organization, and in many cases fomud 
or informal consultations are held whenever matters 
of jomt interest arise. The attempt to secure uni-^ 

* IndMlruil NtgcHaHom and Agntnmti. Tradw Uuioa 
Congnn ^ Labour Party. 



^ iind iconditien:^ 
by a multiplicity of unido^, and 
Jimeial tendency to greater co-operatioa. Bdt 
there is still a laig[e field in whidi co-operation 
is either non-existent or present only in a very 
imperfect form. > 

III 

The loose nature of Trade Union organization is 
particularly well illustrated by the different federal 
institutions which have grown up to represent the 
movement as a whole. The first of these, the Trades 
Union Congress, held its initial meeting at Manchester 
in 1868. The Trade Union movement was passing 
through a period of great stress and difGlculty, owing 
to the intense resentment of the public of certain 
acts of sabotage and machine-breaking that had 
occurred in the previous year. A Royal Commission 
was appointed to inquire into the rdes and organ- 
izations of trade societies and the union leaders 
realized the necessity of rall3dng the organized 
worker to the defence of their Associations. Since 
that time the annual Trades Union Congress has 
gradually become the representative assembly of 
the whole Trade Union world, representing in 1868 
188,367 members and in 1921 6,417,9x0 members. 
Any imion has the right to send dd^tes to the Con- 
gress and votes are counted in accordance with the 
numerical strength of the society by whom the dele- 
gate is sent. The value of the Congress lies 
opportunity it affords for discussion of all topics that 
are of interest to the worker, and in the chance it 



movemeBt of odniom the gaioal 
iti^d of ideas. But although &e Ihules Union 
GoDgress has sometimes risen to the occasion and 
hdd a discussion of first>rate importance, for the most 
part the proceedings are unbusinesslike in the ex- 
treme. Any union may send in resolutions to be 
debated in haphazard order, and as the Congress 
has absolutdy no l^[islative authority over its con- 
stituent societies, the delegates take little trouble to 
draft the Resolutions in a practicable fmm, or to give 
to them the amount of constructive thought that is 
necessary if they are to have any real effect. Yet 
the annual meeting serves a useful purpose inasmuch 
as it is " the outward and visible sign of that persis- 
tent sentiment of solidarity which has throughout 
the whole of the last century distinguished the 
working class.” 

The General Federation of Trade Unions, another 
schmne for associating all unions, has a narrower 
and more definite purpose. It was established in 


1899 by the Trades Union Congress, to act as a 
mutual insurance agency. Societies were begin- 
ning to feel the heavy drain on their resources owing 
to the necessity for payii^ strike benefit during their 
disputes. By contributing a regular yearly sum 
in respect of each member th^ can now insure 
with the General Federation against a certain pro- 
portion the loss resulting from strikes. Although 
the joMnnbership has grown since the incq>tion 
tiie sdieme, there have never been more than one 


and a quarter millions afiSliated ; and in the last 
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a l&tige s^on of the Trade Uiiion urorld. 13^ is 
due mainly to the fact that it has frequmtly oyer> 
stepped the bounds of its {urovince and has claimed 
to represent to the world the feelmp of organized 
labour. As it can speak for only a small proportion 
of the workers and as its views of Trade Union 
function have oftm been in conflict with those of 
the other bodies representing Labour, it is faced 
now with the choice of either restricting its activities 
to its principal work or else impelling the largest 
and most influential unions to secede from it. 

The difficulty of calling together all the organized 
workers of a certain area led quite early in Trade 
Union history to the formation of local delate 
meetings to deal with particular emergmdes. Mem- 
bers of one trade were almost always ready to assist 
financially any other society in temporary diffi- 
culties over a dispute, and there soon grew up, 
therefore, a tradition of joint action. These joint 
committees were particularly active during ^ose 
period^ of the last century when the l^;al position 
of Trai^e Unionism was threatened, and by the 
second half of the century permanent councils were 
in existmce in many of the big industrial cmtres. 
Trades Councils, as these committees are called, 
unite in one body representatives of all the mrganized 
trades of the district. They give opportunity for 

r ieral discussion and co-ordinate the work done 
the difiermt industries for the bettermmt of 
conditions. There are at presmt over 500 Trades 
Councils, with jan aggregate affiliated membership of 



Bat as th(^ are dcduded 
itiiy share in the determination of indtistrial policy, 
tbeir influence on important Trade Union matters 
is n^ligible. They are coming to devote them* 
selves more and more to the organization of labour 
oa the political side ; ia many cases the committee 
is known as the Trades Council and Labour Repre- 
sentation Committee. Thtir work in this connection 
is excellent, for they have done much to arouse 
interest in both municipal and Parliamentaiypolitics, 
and to provide the political side of the movement 
with practical suggestions for constructive policies 
and with very able organizing power during elections. 
Their discussions, which bring together the branch 
offidais of the local unions, give opportunities for 
the future leaders to emerge, and enable them to 
put forward candidates for munidpal councils, w 
to serve as working-class representatives in district 
conferences. They perform a very valuable function 
in acting as information bureaux, and in encouraging 
the educatioiuil activities of the workers by arranging 
public lectures, by afiSliating to the Workers’ Educa- 
tional Association and supporting its classes, by 
subscribing to circulating libraries and by publishing 
monthly, quarterly or annual bulletins of Local 
Government and Trade Union news. 

Not one of these three institutions, tiie Trades 
Union Congress, the General Federation and the 
Trades Councils, whatever their value, has been 
able to weld the Trade Union movement into ai^ 
organic whole. During the present century it has 
become increasingly evident that the movement 
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overlapping and competition of dval uniOh$, no 
than in the inability to take any decisive cotose of 
action during a time of crisis.^ It was felt that 
trade unionists must decide upon their aim and 
jointly evolve the best method of attaining it. 
Particularly was the necessity felt for a Genoal 
Staff to act as headquarters of the movement, pre- 
pared to collect all necessary information' affecting 
the worker whether as producer or as citizen, and 
able to give expert advice on matters rdating to 
collective bargaining and general organization. 

The Trades Union Congress had from early times 
appointed annually a Parliamentary Committee 
whose duty it was to watch all l^islation which 
might affect the position of the worker, and to act 
as connecting link between Parliament and the in- 
dustrial organizations. Since the growth in power 
of the Labour Party that work was no longer neces- 
sary, hut there was still a need for some body repre- 
senting the industrial side of the Labour movement 
as the Labour Party represents its political. To 


^ There was a dgnal illustration of this fact during the 
strike of 1921. Ine Triple Alliance, composed of the MinerB’ 
Federation, the Transport Workers* Federation, and the National 
Union of Railwaymen, had been formed some years earlier for 
mutual support, particularly during disputes. In this instance 
the leaders of the two other unions promised to strike in sym- 
.{(jlathy, and it was not until a few hours before tiie strike was 
to b^^ that, in panic, they called it off and handed over the 
minm to defeat. A strong central authority with a sound 
pelt^ could have prevented this fiasco. 



"^ilbdUished in igiit and tbere was ionne^ the General 
Gottn^ of the Trades Union Congress. How far 
^ General Council will remedy the defect it is as 
yet too early to say. Its success must depend 
krgely on the extent to which the various powerful 
tmimis win be willing to sacrifice a little of their 
authority, and with how hmch authority the deci* 
si<ms of the Council will be invested. There is, at 
{xesent,. a very sharp division of opinion on this 
point. The big unions are jealous of their power 
and apt to criticize policy from the point of view of 
how it will affect their sectional interests rather 
than with regard to its influence on the world of 
Labour. If the General Council is to be simply a 
loose Federation of existing organizations each with 
its individual vested interests, it can never provide 
an effective general staff for the army of Labour. 
If it is true that " any national Labour organization 
which is made up solely of representatives of the 
national unions will act according to the interests 
of the sections of the working class enrolled in those 
unions and not in the interests of the working class 
as a whole " the General Council will certainly do 
very little of what is hoped firom it. The time has 
comafor trade unionists to set their house in order, 
to do some hard thinking. 

” The Labour movement is not now in a position ^ 
oUiy on without the most scrupulous and_ drastid^ 
levisum of its method and policy. The li^er aims that 
have opened before it demand a wider vision ; its new 



piribses ban-only be carried tbrcmgb by a odacentratiea 
of nrffl on a definite plan." > 

tVbat is needed in the Trade Union world is a true 
League of Nations, not a Council of Ambassadors. 

1 •• The Parliament of Labour >a very interesting and sug- 
gestive article by R. Page Amot in the Labour Monthiy (a maga- 
sine of International Labour).^ 15th October. 1921. 



CHAPTER IV 

• 

ORGANIZATION OF INDUSTRY ; LABOUR (II) 
I 

Of all the problems that confront the student of 
industrial conditions there is hardly one which 
presents such difficulties as that of Industrial Unrest. 
In an investigation of its causes, where one must 
penetrate to the roots of industrial organization, it 
is almost impossible to prevent one's judgments 
from taldng on the colour of one’s social philosophy. 
Honestly desiring to pursue truth one launches the 
inquiry ; but the ideal society, however faint, that 
lies in one’s mind may deflect the compass, swinging 
One towards some cherished prejudice, whereas a 
true course might have led one to some conclusion 
which, however unpleasant, is unmistakably on the 
chart. This subjective character of social investiga- 
tion's one of the greatest obstacles in the way of 
truth, particularly when the subject of investigation 
is not merely factual, but requires a careful analysis 
and scrupulous calculation of psychological reactions. 
The causes alleged for industrial uiurest and th% 
suggestirms advanced to promote industrial harmony 
are indications of a man's political and social con- 



^P^tUm. fbe disease that n^vaigW; 
c(^i^er^ incurable or not in so hu as the demoh^ 
strator hopes to reveal private ent^prise as a healthy 
organism when purged of the ills that dog its blood, 
or wishes rather to show its lack of any prindple 
of internal growth and vitality. Yet however mudi 
we may wish to find one thing or another to be 
the true cause, we cannot destroy the facts that 
emerge. Our differences resdve themsdves mure 
into a question of emphasis ; into the problem of 
dedding which of our numerous and complex dis- 
coveries are the ones to be considered as fundamoital 
and which are superficial. 

There are some who see the problem in terms of 
wages and hours. Undoubtedly one of the main 
causes of unrest is the lowness of the wage added 
to the intense monotony and weariness of uninter- 
esting work carried on over a long period of time. 
One finds, however, that it is just in those industries 
where a high d^ee of organization has resulted 
in a decent standard of life, that industrial \mrest 
is most articulate ; and one is, therefore, forced to 
the condusion that the solution to the problem does 
not lie simply in the provision of higho: wages and 
Sorter hours. The faith in this simple remedy 
springs from a certain conception of industrial 
society ; its root can be found in the belief that 
the interests of Capital and Labour are at bottom 
identical, and that industrial warfare is only a 
■regrettable incident. Sir Hugh Bell, a great iron- 
master, during a conference on Industrial Harmony 
hrid in 1915, justified the high profits earned in 



bieeaiiaii tiiey provide^ flattd diirt df 
fatttM indostry is fiiiaii<^/^i^ 
eiili^loynient to the worker. " Wheo I ex{daih all 
to my workmen, th^ say to me, * Yes, hot 
yon have got very rich ’—a fact whidi, I r^|i^ to 
say, I cannot deny. ' It is p^ectly true>* I say, 
* but whose advantage is that ? If I did not get 
richer I should not have monqr to invest ; if I did 
not have money to invest I could not improve my 
works ; if I did not improve my works I could not 
give you' emplo3unent.' " Here are two implica- 
tions : firstly, that saving to be effective must pass 
through the employer, and secondly, that there is 
no possibility of divergence of real interest between 
him and his workpeople. The first contention 
requires a great ded more proof than is usuaUy 
given before it can carry conviction. One might 
argue that a Socialistic State could provide a fund 
for reserve and depreciation, etc., in the same way 
that a Joint Stock Company sets aside a certain 
proportion of its profits for future capitalization of 
the industry, or that, if wages were higher, the 
workers themselves would be able to save more. 
But the second implication in Sir Hugh Bell’s words 
is more important and more interesting here. 

That Labour and Capital have certain intoests 
in common is a truism. These two together make 
up the community and without some uniformity of 
interest no community can exist. But in unduly 
stressing these elements of harmony we may be 
ti^pted to turn the blind eye to the confiict. This 
inclination is fostered by a use of general terms 



tKeing talcen aoeiitatd^ to 
totoaor to r^te them to one another. The 
* Capital ' and * Labour ' are used loosdy as cotteC' 
tive terms. Yet each conceals whole masses of 
individuals and groups ; and though one might show 
a very large degree of common interest between 
the two taken as groups,^ one would not necessarily 
prove identity of interest between the individud 
employer and the individual worker. For examplei 
it is to the ultimate interest of the community that 
production should increase and that full tlse toould 
be made of all the most efficient methods. But 
the dividends earned by big trusts through restric- 
tion of output show that the interests of the com- 
munity and those of the particular group of pro- 
ducers do not coincide. In the same way, there 
may be and is a very real divergence of interest 
between groups of producers and groups of 
workers. 

Good wages, short hours and a feeling of content 
on the part of the workers show their effects in 
the vahife of the work done, and in the consequent 
proq>erity of the firm: bad trade means less 
remuneration for both employers and employed. 
Up to a point, that is, interests are more or less 
the same. The real cause of the estrangement«must 
be sought in an anal)rsis of their different positions 
in the industrial world. The employer occupies a 
more favourable position in the economic system, 
^d, although not whoUy free from external limitar 
tions, is in an autocratic position in relation to those 
in his employ. Even in his dealings with customers 



itHe to exeidse a ie^ amount ol eontixd ow 
1^ own life and work. The consumers' of his goods 
are sudi a scattered, disorganized body that the 
necessity to please their tastes and satisfy th^ 
desires is not felt as a yoke on his own wishes. He 
has an incentive to use his ability to the utmost, 
knowing that in the e£6lcient organization of his 
business and his responsi^leness to the market lies 
his hope of good profits. He arranges his own hours 
of 'work, and the conditions under which he shall 
do it. He does not feel rigidly bound but can 
develop whenever an opportunity occurs ; and if he 
loses, there is consolation in the thought that he 
is a responsible agent and not the victim of forces 
beyond his control. 

But for the workman life is different. His life 
is arranged for him ; his work is generally mono- 
tonous and uninteresting, his wage is settled at a 
fixed rate which the greatest efficiency can 'vary 
within only narrow limits. Above all, he is haunted 
by the fear of unemployment and destitution. The 
very prosperity of his firm may mean his ruin. For 
if 1^ employer introduces labour-saving machinery 
his skill may no longer be required. True, more 
efficient production is of advantage to the whole 
community if the benefit is passed on to them in 
the form of lower prices; but for the group of 
workers— who, even if they are reabsorbed into the 
industry, enter as semi-s^ed at lower wage and 
lower status— it is nothing short of a tragedy. 
Thw bittoness and resentmmt are increased by 
the knowledge that th^ have no direction of those 



'aie of vast- 

^nployer is guii^ & 

^ecisioos, not by tbe welfaro of the cbnnniiiiiilf;^ 
nor the elEect on his workers, but by the ditchlatlbfi 
of the. extra jarofits he expects to reap. 

During the war it was often said that the con^adei' 
ship of the tranches betw^ officers and men would 
survive the return to industrial life. But one fact 
was overlooked— that in the trenches, whatever 
their rank, men had one common purpose, a common 
ideal. The men did not feel th^ were Sacrificing 
themselves for something in which they had no 
share, and that their officers were using them for 
their own ends, but they believed that all would 
stand or fall together. In industry there is no 
reason for such a belief. Here one side does undoubt* 


edly stand to gain by the other’s loss. For after 
the point is reached at which higher wages do not 
react immediately on the efficiency of the worker, 
any rise in wages can come only by increasing the 
proportion of wealth that goes to the wage-earner 
in rdation to the amounts received by others. As 


long, therefore, as industry is run to gain profits 
for those who own there must necessarily be this 
dash of interest, in regard to the methods by which 
wealth is produced and the way in whicb» it is 
distributed. 


” Though a formal declaration of war is an ^isode, 
a^,the conditions which issue in a declaration of war are 
p^manent: and what makes them permanent is the 
^ception of industry which also makes inequali^ and 
: incomes permanent. It is the denial thit 



has any end or purpose other than the satis- 
li^l^ of those engaged m it." ^ 

Industrial Unrest, then, would not be solved by 
establishing a minimum wage, or by raising the 
standard of life, or by shortening the hours of work. 
" It is not due to men’s greed but to a growing 
sense of the meaning and significance of human 
life." * It is a passionate denial that men are only 
a means to an end ; that they can be moved here 
and there, used, or thrown on the scrap heap by a 
despotic authority, motived almost entirely by self- 
interest. It resolves itself, that is, into a growing 
demand for a change of status. 

The plea for control, the insistence that a worker 
shall no longer be regarded as a cog in the machinery, 
has economic as well as moral justification. It is 
generally recognized that modem industrial com- 
munities do not produce their potential maximum, 
and that more could be produced without putting 
an undue strain on the workers. The reasons for 
this are manifold ; natural resources are wasted, 
directors are conservative and unwilling to experi- 
ment, business management is imscientific, etc., but 
the fundamental cause, as so often in economic 
probl^ns, is psychological. A man puts forth his 
greatest effort if two conditions are present : (i) if 
the work is suited to his particular capacities and 
tastes ; (2) if he is able to identify himself with 

* The AtjuUUtm Soeiefy. R. H. Tawney. 

* Rev. Inr. A. J. Carlyle. Inter-Denominatloaal Summer 
School, 1913. . 

8AJ.P. 
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vdrik. .To maximize this psyt^ological motive 
power is the central problem of production. 

Impulse to increase one’s personal productivity 
may come from the work itself, because the work 
is an expression of the individuality of the worker ; 
or it may be derived from the relationship between 
the work and the operator's personal aims and 
ambitions. The factoiy system has made the bulk 
of the work to be done of such a nature that it can 
appeal to none ; it is inherently dull and monotonous. 
And even where some element of skill permits 
interest, this is dulled by incessant repetition. For 
it is the characteristic of truly creative work that 
each unit of its expression is unique. But work 
which in itself has no attraction for the person 
performing it can be made to exercise a greater^ 
appeal by being brought into direct relationriiip 
•with himself. That is, even if the motive is simply 
to inaease productivity, the workman must be 
brought more organically into relation with his 
work; so that the advancement of his industry 
becomes part of his aim in life. He must be brought 
into tbuch with the control and the govenunent of 
industry so as to feel that he is not only in it, but 
o/it, and able by his own efforts to make of it some- 
thing, good or bad. 

That a share in control will increase productivity 
directly — as well as indirectly through its psycholo- 
logical reactions— can hardly be doubted. Exc^t 
in work of an absolutely automatic nature, or where 
the &ict(ny is " scientifically managed " (i.e. \riiere 
every detail of the action is carefully thought out 



thim tati^ to the operate), the line of separa- 
tiw between management and laboui' is extmndy 
difficult to draw. It varies with the nature of the 
work that is being carried on. In certain industries 
and operations the worker must himself jdan part 
of his work— the way he shall set about it and the 

specific tool he must use. 

• 

" A group of miners who are cutting and filling coal 
are ' working ' hard enough. But very little coal will 
be cut and the rides of the trade will be enormously 
increased ‘unless they display some of the qualities of 
sdentffic knowledge, prevision and initiative which are 
usually assodated with the word ‘ management.’ What 
is true of miners is true in different degrees of men on 
a building job or in the transport trades. They must 
exercise considerable discretion in their work, b^use, 
unless they do, the work does not get done and no 
amount of supervision can compensate for the absence 
of it. It is not, it may be suggested, a mere chance 
that workers in these industries should have taken the 
initiative in the movement for ‘ control,’ ” ^ 

Men on work of this kind are not only receiving 
training in adaptability, gaining initiative and mental 
agility, but through being actually engaged on the 
process are enabled to think out invaluable sugges- 
tions for more efficient organization. Our ^stem 
of nStional education, however inadequate we may 
consider it, has had remarkable effect in developing 
the capacities of the nation. To deny to the great 
bulk of those who have thus been educated any 

* Fararad by R. H. Tawney. PronHtr of Oontrof. Cuter 
L. Goodridk 
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of using thdr powsis is 

^Nsiy greatest' of our national resoioces. The Sanli:^ 
Report on the Coal Indiistry puts this wdl and 
tersdy : — 

" We are prepared to report now that it is in the 
interests of the country that the colliery wodcers diall 
in the future have an efieptive voice in the direction 
of the mine. For a generation the colliery worker has 
been educated socially and technically. The result is a 
great national asset. Why not use it ? ” 

It is a commonplace that Englishmen are oppor- 
tunists, that they decide upon a course of action 
not because it fits in with an orderly preconceived 
theory, but in order to attain a specific object, or 
right a specific wrong. It is natural, therefore, that 
the demand for control should not have come to 
birth full grown as the insistence on the right to 
the " daily exercise of directive ability ” or to a 
“participation in the direction of industry." It 
springs firom a dislike of authority arbitrarily imposed 
and, perhaps, tyrannically exercised ; and as it is 
in the individual workshop that the ordinary worker 
generally comes into conflict with the other side, 
it is in the workshop that the first bid for a share 
in management makes itself felt. 

• 

" The demand for a changed status in the worktop 
is vital and immediate. It is in the worktop, in hm 
daily life, that the worker actually comes up against the 
' System ' ; it is there that he actually meets and resratts 
‘'the artdtr^ exercise of authority, by a management 
he has had no voice in appointing, in the execution of 
a pdi^ he has had no opportunity of understanding or 






iofiiieiidag in the interaste of that ‘ Caj^tal * whkji 
iMMi^tabnfy-^^ as inherent^ hfi oomy." ^ 

fierce resentment against a bullying foreman, or 
ah inconsistent or “ fussy ” manager, may lead to a 
fierce res^tment of any managerial control at all ; 
or a podectly natural dislike of being watched at 
work may result in a general objection to “ Policing,” 
and a demand for the right of electing foremen or 
of arranging the work in one’s own way. 

For this reason the war saw a great increase in 
tire number who persistently demanded a share in 
the r^iulation of their trades, and consequently a 
great inaease in the number of works committees 
set up to provide the necessary machinery. For if 
work is being carried on in much the same way 
from year to year, it becomes very much of a habit, 
and the feeling of being actively controlled is thereby 
considerably lessened. During the war, however, 
changes took place very rapidly ; men were shifted 
from one class of work to another, women were 
introduced into factories where they had never before 
been employed ; methods altered quickly as e}q>eri* 
ments were tried to speed up production. The result 
was a continual stream of orders. Men were no 
sooaer accustomed to one state of affairs than it 
was arbitrarily dianged for some other — often, as it 
must have seemed to the workers, for no adequate 
reason ; and this, coupled with the high tension at 
which people were working, led to a fairly general 
hatred of being " bossed.” It is not by acddoit 


* C. G. Ronald, of Uesm. Haas Rendld,Ltd., of HaoelMster, 
in firMtH lotonr, 1914-21. 



strfmgest demand for \iv^^ 
comes from the engineers, for it tras iii thdr indostiy 
that the most rapid and most bewildering changes 
took place. 

Works committees were, however, in existence 
before the war ; they are indeed, in a way, as old 
as Trade Unionism itself.. There are always details 
of working conditions, etc., which are peculiar to 
the particular factory and which, therefore, it is 
difficult for the trade union to negotiate. The 
majority of unions have official " shop stewards '* ; 
i.e. men who act as minor officials of the union at 
the works. They collect the weekly subscriptions 
from their fellow-workers, recruit new membors, call 
shop meetings to discuss matters that are to go 
before the trade union branch, and in some cases 
are held responsible for the conduct of the shop 
according to rules. NatureiUy, the work of such 
shop stewards often extends beyond these functions. 
In many industries they are in the practice of makmg 
tinited representations to the management, e.g. 
suggestions as to allocation of work or extra pay- 
ment for specially disagreeable tasks. For the most 
part this organization was in a very elementary 
state prim: to the war. Often the stewards were 
representative of only one department of a factory 
and did not form a "works” committee; often 
thoe were no arrangements for r^^ular meetings or 
for elections to the committee. In some cases the 
committee had been formed on the initiative of the 
management and was composed of equal numbers 
of managemmit and workers ; in other cases the 



had suggested a repceseatati^ eouncfl of 
tinkers to act in an advisory capacity on matters 
relating to sanitation, meal-times, holidays, et& 

During the war, the development of the power 
of the shop stewards was very rapid, particularly 
in the engineering industry. The number of men 
engaged in one factory was so large that gradually 
the union branches got more and more out of touch 
with the workers. And just at the moment when 
the numb» of war-time restrictions was multiply- 
ing, when the cost of living was soaring to fantastic 
heights, when the problems of dilution were most 
acute, the trade union leaders were more helpless 
than they had ever been. For the union leaders 
had voluntarily given up their most potent weapon 
when by the Treasury Agreement of 1915 they 
pledged themselves not to lead strikes ; ^ and the 
shop stewards found themselves invested with much 
of the poM^ that the official leaders had thus 
resigned. The movement was at first nothing more 
than an attempt to get by direct action concessions 
which the leaders were unable to negotiate peace- 
fully. But the Strike Committee elected from among 
the various shop stewards remained in existence 
after the settlement of the dispute, and became, in 
pari) the expression of a demand for control by the 
rank and file. 

Men working together in one huge war factory 
were often organized in a numbor of different craft 
tmions ; yet their common interests in questions of 

* Later made a 1^ prohibition hy Uie Mnnitiona of War 

Acte. 



unskined' MK>iff, ol 
(»;[^imzation; necessitated concerted actkm. 
(j^ditions are changing rapidly, grievances arise in 
particular factories and are not necessarily general 
over the whole industry or even over the whole 
district. The Shop Stev^ds’ Movement attempted 
to combine all the workers of one firm, whatever 
their grade, in order to ‘give to the workers as a 
body more power in negotiating with the manage- 
ment. " The movement was an attempt to fit the 
structure of the labour movement to the structure 
of the industrial unit.” Its chief object became to 
obtain "an ever-increasing control of workshop 
conditions,” and was more successful in its achieve- 
ments than any other body of workers has yet 
been. For the most part their success was not 
embodied in formal agreements. The shortage of 
labour was so great that employers were unwilling 
to risk stoppages by going against the demands of 
the shop stewards, and many matters were there- 
fore submitted to them even though no formal 
agreement to do so was in existence. But this 
triumph^was short-lived. When at the Armistice 
the demand for munitions ceased, and men were 
gradually drafted back from the forces, the labour 
shortage was no longer felt. When the men were 
no longer in such a strong economic position the 
power of the shop stewards was challenged and the 
oigineering employers seemed anxious to take back 
the cohtrd that they had unwillingly granted. A 
crisis was reached when in the spring of 1922 the 
Engineering Employer’s Federation locked out the 



ii$ea ^e qaestion of the ektmt t6 the 
irorkers should be aUoi^ to “ interfere trith mana- 
gerial functions.*' The two most important usues 
(m which enginea:8 claim control are overtime and 
the manning of machines (i.e. which grade of worker 
should be put to operate a new machine. The 
fundamental importance ^ of this will be realized 
when it is remembered that each grade receives a 
different rate of wages). 

The York Memorandum, signed in 1914, had pro- 
vided that when a dispute of this kind arose thore 
should be an endeavour to settle it in the works, 
with right of appeal, first to a local, and second to a 
national conference of both sides. This agreement 
was remodelled in 1919 when by the Shop Stewards* 
Agreement special recognition was given to the 
works committees, which were then empowered to 
act as the authority to deal with the dispute in 
the first instance. The dispute of 1922 arose on 
an intopretation of one of the clauses of this agree- 
ment — ^the decision as to the necessity for overtime 
— and the employers construed the refusal of the 
unions to accept their reading as a challenge to 
thOT “ right to manage their own industry.** They 
demanded, therefore, a recognition of the right of 
empleyers to institute changes in the workshop 
before they had been discussed by the authorities 
set up by the York Memorandum and the Shop 
Stewards' Agreement. The depression of trade was 
then very acute, labour was in a weak bargaining 
position, union funds were exhausted in the support 
of their unemployed— and the employers won. But 
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it Is not lik% that the workers wiU hllow matt^ 
to remain in this extremely imsatisfactory positicm. 
The challenge of tiie employers has served; in a 
way, to make more deMte the demands of the 
engineers, and to make them, perhaps, more eager 
than they would otherwise have been to widen 
their scope and to ciitici^ the whole basis of the 
industry. 

Except in the engineering industry the Shop 
Stewards’ Movement developed very little. But 
war conditions and the new idea of the 'status of 
labour combined to speed up the establishment of 
works committees less advanced in character. 
Sometimes the strain of war induced conditions 
which made some sort of welfare work imperative. 
It was necessary to provide canteens and mess- 
rooms, arrange the shifts of work, reorganize sanitary 
accommodation because of the introduction of 
women workers, etc. ; and even to set up in many 
instances a welfare committee to represent the 
wishes of the workers. In other firms committees 
were framed to plan the social life of the masses of 
people suddenly thrown together, or to raise funds 
to help the dependents of fellow workers killed in 
action. Such committees brought together the 
representatives of different departments and evolved 
a tradition of concerted action, so that in many 
<iases they grew into real works committees capable 
of discussing all matters relevant to the works, and 
authorized to meet the management for the dis- 
cussion of grievances and likely remedies. 

The constitution of works committees varies 
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ifii^nEsiiAeratbly. In some few instance^r joint com- 
niitees exist, i.e. rei^esentative of both manage* 
ment and men ; but in most cases they are composed 
entirely of workers. The methods of election are 
of two main types. Sometimes each department 
or ^op is treated as a constituoicy and elects a 
number of representatives according to its size. 
In other firms the shop stewards of the different' 
unions repres^ited in the works (or a ntunbo* elected 
from amongst them) together form the conunittee. 
There are, of course, any number of variations of 
these two : election according to occupation, division 
of votes between skilled and unskilled, special 
representation of women workers, etc. 

Even more varied than methods of election are 
the functions exercised by the committee in different 
firms. There are two Unfits to their power : the 
share of control in management permitted by the 
directors, and the share in bargaining allowed to 
the committee by the trade union — ^for the latter 
must obviously retain control over certain negotia- 
tions if standard wages and conditions are to be 
maintained. Between these two boundaries, how- 
ever, there is a vast number of important questions 
that require discussion. Perhaps the most pressing 
of al! the matters of which the individual, workers 
desire control is the choice of foremen, for it is 
just there that the rank and file are brought into 
closed contact with the management. It is clear 
that a very large number of strikes are due simply 
to hatred of a bullying or hectoring supovisor. 
But for the most part the control exercised by the 



is of a ne^iative 

c^oct beeves unbearable the mensti^e td %^ 
fodve his removal, and it is, therefore, to tiie hrterest 
of a sensible manager either to exercise disaetion 
in the appointmoxt of a supervisor, or to arrange 
fOT his removal as quickly as possible when his 
unsukability becomes apparent. In no case, at 
least in the big establishments where mass produc- 
tion is carried on, are the workers allowed actuaUy 
to choose their own foremen.^ The farthest point 
reached in this direction is to allow the w^ks 
councils to discuss the appointments made by the 
dkectors and perhaps thereby influence the decisions. 
Messrs. Hans Renold, Ltd., of Manchester and Messrs^. 
Rowntree & Son, Ltd., of York, both famous as 
exceptionally good employers, are two of the very 
few finxis that allow their workers even this much 
^are in the appointment of those placed in authority 
over them. In the same way the control over 
another matter of burning interest, the " right of 
the employer to sack,” is mainly negative in charac- 
ter. the unions are quick to take up any case 
where there is a suspicion of victimization, i.e. 
where the worker has been dismissed not because 
of bad work or absenteeism, but because he is known 
to be a zealous worker for the union, or has political 
q>inions of which the management disapproves. 

> Tliare are one or two instances of small, highly monopolistic 
crafts of which tiie members have the right to nominate their 
own fbiemen. e.g. Stuff Pressers* Society and the ^indle and 
Flyer lifokers. And even here, as the industries get drawn into 
big trusts, this privilege is gradually taken away. See The 
FfmUier of Canirol. Carter L. Goodrich. 





10pwyt^ and wor]q>eople that this is a veiy suit* 
ahle matter for reformce to the works conunittee. 


Qosdy associated with this is the responsibility for 
good discipline in the shops, and here s^ain there 
is a deepening belief that the works committee is 
the i»:oper authority. Wherever this has been tried 
it has been attended with great success and has 
almost invariably resulted in better time-keqping 
and an improvement in discipline generally. 

fir is often thought that the workers always do 
all in their power to resist the introduction of 
machineiy and to restrict output. But the ca’canny 
^licy, i.e. the policy of deliberately "working 
yOw,” is nowhere expressed in a trade union rule, 
although amongst certain groups of workers it is an 
understood thing that just so much is a fair day’s 
work and that to speed up will lead to a bwoing 
of the piece rates or to unemployment. But it is 
not generally realized how eager are a large number 
of workers to see that the best methods are used. 
Bi some cases employees have a pecuniary interest 
in ensuring that appliances are up-to-date, because 
their output and consequently their wage can 
thereby be increased. In very many instances, 
however, their desire for improved machinery springs 
from a workmanlike disgust of seeing good material 
wasted. Thus many works committees include 
amongst their functions the discussion of sugges- 
tions made by the workers for the inq>rovement of 
the technique. The miners’ pit committees are 
famous in this reqpect for their amtiuual insistence 



0^ a caref^ exunination of the causes of lots of 
output, and thdr demands for better intornid 
organization of the mines. As an example of the 
value of works committees' suggestions the fdUow- 
mg may be cited : — 

“ The British Westinghouse Co. was considering dos- 
ing down its foundry on .account of the high cost of 
pr^uction. The works manager put the ptoi>osal 
before his shop stewards' committee. The committee 
objected and asked for two weeks in which to collect 
statistics of wages in other foundries in ordw to show 
that the high cost of production was not due to high 
wages. These figures were presented and indicated 
that the wages in the foundry were, if anything, lower 
than in competing ones. The committee argued that 
this showed that the trouble was one of organization 
and asked for another two weeks in order to prepare 
suggestions. At the end of that time the comnuttee 
presented a memorandum on foundry organization — 
which the works manager described as the ablest he 
had ever seen, and the firm has decided to keep the 
foundry going and to spend hundreds of pounds in carry- 
ing out the committee’s suggestions.” ^ 

One of the arguments often used against the 
estabmhment of a works committee is that th^ 
tend to slow the pace of industry. Not only does 
discussion take time which might have been spent 
in the workshop, but it is felt that the comjnittee 
will generally be opposed to changes in processes 
and thus apt to hinder the progress of industry 
and the increase of output. In practice, however, 
it has been found that the effect is the opposite. 
‘IMe-keeping and discipline are imfffoved, sugges- 
* FroiiHir of Oontrol, Carter L. Goodrich. 



iiomf for imi»ovements axe often ea^^y put fot" 
by the workers, and the introduction of 
improv^ processes made easier. The time spent 
in discussion is not barren. It results in a net 
gain, partly because it prevents the much greater 
loss of time occasioned by disputes, partly because 
it brings into the works an atmosphere of Mendli- 
ness and harmony, which* necessarily reacts on the 
wiU to work. 


The movement towards workers’ control has 
devdoped most with reference to a whole industry 
rather than to particular works. Trade unions in 
defence of their standard rates are forced to negotiate 
standard conditions also, to prevent the rates from 
being whittled down or evaded. They have, there- 
fore, generally made agreements with employers’ 
associations, and together established regulations 
governing the organization of the trade, methods 
of employment, minimum dmation of employment, 
methods of wage payments, etc. For instance, 
many unions have agreements with the employers 
that only union men shall be employed, or that if 
trad^ is bad all shall go on short time instead of 
some being dismissed. Such agreements constitute 
a very real share in the regulation of industry ; but 
these rights have generally been conceded to the 
workers very grudgingly, and only after bitter 
fighting. The idea that it is actually a right, 
although vaguely a part of the psychological atmo- 



of the present eentnry^ has been oi^xec^;^ 
ei^essed. In colain indostriesi notably mhdnil 
and iron and steel, an attempt was made eaily in 
the century to cOnaetize the conc^tion of labour 
as a partno: in industry. By means of a sliding 
scale 1 of wages, fluctuating automatically with the 
selling price of the commodity, it was hoped to 
ensure to the worker a share in the prosperity of 
the industry. But although the scheme has con- 
tinued in existence, it has gained little favour. Its 
main defect is its lack of elasticity ; for it assumes 
a definite and unchanging relation between prices 
and profits. Yet invention and improvement in 
technical processes ought to lower the cost of pro- 
duction and enable goods to be sold at a lower 
price. If wages are fixed by the selling price, the 
workers lose with every advance in efficiency. The 
basic rate may, of course, be altered, but this is 
alwa}^ a difficult proceeding and leads to coirflict. 
The sliding scale has. in fact, caused dissatisfaction 
tp both sides. Employers dislike it because they 
know'^t high prices do not necessarily mean high 
profits; prices may be forced up because of the 
increase in cost of one of the important raw materials. 
Workers dislike it because of its rigidity, and because 
it may pay an employer to undercut his rivak and 
contract folr a piece of work at low terms, knowing 

^ This most not be confused with the " ididing scale ** set up 
duxing the war to regulate wages in some indimtries* e.g. rail- 
ways. This ms based on fluctuations in the cost of living, and 
was an attempt to ke^ the f$dl wage (as opposed to the mouMy 
wage) staUe. The scale mentioned in the text was an attemA 
to va^ zeid wages as the prosperity of the industiy me or fell. 
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Aliluragh the sliding scale was a recognition' of 
partnership of the worker, it gave him no 
authority to decide how the industry should be 
run. 

"The workman’s positidh . . . became that of a 
humble partner. But he was a partner without any 
diare in the management — ^without, in particular, any 
voice in that adjustment of the amount of production 
to the intensity of demand upon which the selling price 
of his product, and therefore his livelihood, neccsKuily 
depended." ^ 

The illogicality of this position' has long been 
realized, but it was not until the middle of the war 
that the further idea of allowing the workers 
some real measure of authority gained official 
sanction. The Whitley Committee appointed by 
the Government in 1916 "to make and consider 
suggestions for securing permanent improvement in 
the relations between employers and employed " 
published its first report the following year. The 
committee divided industries into three groups: 
(a) those in which organization is sufficient to be 
representative of all concerned ; {b) those in which 
cert^ organizations of both sides exist, but are 
not fuUy representative ; (c) those in which there 
is practically no organization at all. It was with 
r^[ardto thefirst group that the committee developed 
the conception of workpeople as partners. Th^ 

* S. a B. Webb; IniutMal Dmuefoe]/. 
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:t 6 ^ up a' triple orgauu»tiQn-4a Nauc^ 
iiUnding industrial Coundl representing 
and employed of the whole industry,' District C^* 
dls rqxresenting those engaged in the traxhs witlnn 
a certain area, and Workshop Committees rqnesent* 
ing management and workos in a single firm, The 
relative amount of authority given to each of these 
was to be decided by the nature of the industry itself. 
Where the district was the recognized unit of the 
industry, the main authority might be wested in 
the District Councils, the National acting as a 
co-ordinating body. But where the district was 
not the unit, one body legislating for the whole 
industry was suggested, the District Councils being 
then allowed to exercise their authority more over 
minor details or to carry out in their areas the 
instructions of the central office. The conunittee 
recommended that the councils, being purely 
voluntary bodies, should themselves decide their 
own functions, but drew attention to a nxunber of 
matters which seemed especially suitable : — 

(i) The better utilization of the practical know- 
ledge and experience of the workpeople. 

(z) Means for securing to the workpeople a greater 
share in and responsibility for the determination 
and observance of the conffitions under whidi their 
work is carried on. 


( 3 ) The settlement of the general principles 
governing the conditions of employment, including 
methods of fixing, paying and readjusting wages, 
having regard to the need for securing to the woric- 
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d tbe 


^4) of oisur^ to the worlq)edid^ the 

greatest possible security of eamiugs and em{doy< 
ment without undue restriction upon change of 
occupation or employer. 

Tedhnical education and training. 

(6) Industrial research and the full utilization of 


its results. 

0) The provision of facilities for the full con* 
sideration^and utilization of inventions and improve- 
ments designed by workpeople, and for the adequate 
safeguarding of the rights of the designers of suOh 
improvements. 

(8) Proposed legislation affecting the industry. 

For the second group of industries a modified 
form of the same organization was recommended — 
it was suggested that Whitley Councils be set up, 
but in each case with one or two members appointed 
by the Govenunent to act in an advisory capacity. 
For the third group an extension of the Trade 
Board principle was suggested, i.e. the setting up 
in each industiy of the third type, of a Board com- 
posed of equal numbers of employers and employed, 
together with members appointed by the Govern- 
mcntt with power to fix a legal minimum wage. 

Ibis Report met with a mixed reception: Certain 
employers who had been quite willing to talk about, 
control, but who were nevertheless determined to 
maintain all authcffity in the hands of owners, were 
dirinayed by the lengths to which they considered 
the recommendations had gone. Labour, on the 



jk|^oved ; but tbere was one sectioii, sonllL 
bat (exceed!^ and influential, who definH^; 
cy>posed the s(beme. These men were to be louhd 
mainly in the highly organized industries ; th^ felt 
that their unions already were able to negotiate on 
all the questions suggested as suitable in the report, 
and that to restrict the workers to a discussion on 
matters relating purely to* the administration, whilst 
leaving in private hands the entire control of Indus* 
trial policy, was to give the shadow of authority 
and not the substance. In fact, Labour, lio longer 
content with merely regulating the ship’s movements, 
claimed a voice in setting the course. More advanced 
opinion, especially the Guild Socialists, flouted the 
very idea of Joint Control. They felt that Capital 
and Labour are so ranged against each other in a 
conflict of interests that joint authority is an impossi- 
bility ; the two sides would be forced to compromise, 
according to their respective economic power, but 
they could never rid themselves of the mutrial 
suspicion that poisons and kills coalitions of con- 
venience. And they considered, therefore, that the 
only ri^t solution lay in the workers’ steady 
aggrandizement of the province over which they 
could exorcise complete control. Those engaged in 
the Shop Stewards’ Movement again, opposed the 
scheme because of their feeling that the Committee 
yrere trying to force into an official mould a develop- 
ment that had occurred with complete spontaneity. 
Their works committees had come into existence 
to meet a particular need, and thore was a hope 
that, fpvea favourable circumstances, they mig^t 
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pee^^ the nucleus of the s^-govemkg guilds. 
Tlw su^^iestions of the Whitlqr Rq>ort that both 
management and \rorkers should sit on the works 
council and that this should function as a minor 
authority under the appropriate National Joint 
Standing Industrial Council, if carried into effect, 
would kill any such evolutionary process. 

Even among those S3unpathetic to the scheme 
there was the fear that, although it was to be purely 
voluntary*, success might tempt the Government to 
make such councils compulsory for all organized 
industries, and use them to enforce compulsory 
arbitration. And the fear was also expressed by 
the public that, if such councils functioned well, 
they might become a menace to the consumer ; for 
it might occur to employers and workers to sink 
their quarrels in a joint effort to hold op the public 
for both higher profits and higher wages. 

Generally speaking, the highly organized groups, 
e.g. miners, cotton workers, iron and steel workers, 
have not adopted the recommendations, and Whitley 
Councils have been set up mainly by the industries 
which fall into group (&). There are at present 
about seventy such councils, in addition to over 
ninety joint bodies on similar lines, covering in all 
about three and a half million workers. In most 
cases only the national section of the machinery 
has been set up ; and it is safe to say that no industry, 
at all has yet adopted the full triple organization 
of National, District and Works Councils. Although 
as yet they have not given to the worker any great 



Authority, it is ' to6' 

the fatare. Ceri^ of' ^ 
ecm have done vdtuble 
rq)orts, dealing vdth apprenticeship and ^ucation, 
while others have successfully co-operated with the 
Home Office in working Welfare and Safety Schemes. 
It is likely, too, that they will be of value in the 
future in administering Unemployment Insurance 
schemes. Under the Unemployment Insurance Act 
of 1920 1 any industry is allowed to contract out«of 
the scheme if it can work one at least as good for 
itself. In the plans that have already been drawn up 
by one or two industries, as, e.g.. Match and Woollen 
industries, the National Industrial Council plays an 
important part as the administrative head of the 
insurance scheme. But the hope that workers 
’.would get an insight into the direction and finance 
of their industry has been disappointed, because 
the employers’ side hardly ever consents to the 
discussion of these topics. 

Yet, whatever the faults of the Whitley Coundls, 
some Such organization is an essential part of indus- 
try. It is sometimes assumed that if industry were 
corrununally owned and democratically governed, 
all the causes of unrest and bitterness would auto- 
matically disappear. But although there Vould 
then no longer be two sides with only the sloiderest 
of bridges joining them, yet individual workers in 
.. 

^ This danse is at present suspended and remains so until 
the deficit in the Insurance Fund in the State Scheme has been 
made good. (The defidt is due to^the great pressure on the 
land owing to the widespread depression.) 



engagiog (say) piE^ apt 

iaterests to be entirely lu^pnn. ^itcb 
on one craft or process within 
^ indnstiy— has interests which are vital to it, 
bht which are not important to the main body ; 
imd it is certain that there would be difficulty in 
convincing each unit that its peculiar interests were 
getting equal consideration with those of all others. 
To give no cause for suspicion in the workers' minds, 
# would be essential for those who were directing 
the industry (whether chosen by all the workers, 
ot by the State, or by a council functioning 
cm behalf of the community) to be able to meet 
representatives of each group on a common body. 
Such a joint body wotdd be, in effect, a Whitley 
Council, with the important variation, however, 
that the employers' side would be replaced by the 
directors of industry working not for their private 
profit but the public good. 


It is important in discussing the workers’ control 
of industry to make clear exactly what is meant 
by " control." As has been shown, practically all 
trade unions necessarily interfere in managerial 
functions in order to maintain their standard rates. 
But for the most part such control is negative ; it 
amounts to little more than convincing the employer 
that his men will "down tools" if he performs, 
certain actions. Similarly in all schemes where the 
workers are called upon merely to discuss and 
advise <a certain suggestions put forward by the 



liB|^[8|[«nient, the cootrd is sio^^ piissive.^^^ 
i^eht' control is adiieved only when the workers 
Siie able to initiate measures and when they are 
able to enforce their decisions. Sudi real contrd 
is to be found only in a few cases, as, e.g., the right 
of the Stud Pressers’ Society to elect their own 
foremen. But " real control of industry cannot be 
presented like a Christmas box.” It depends on 
the will of the workers to set themsdves to convert- 
ing vague phrases into actions, to give their minds 
and their energy to devising and executing 
constructive policies. It is of no use for a few cd 
the leaders, however able and however influential, 
to demand a share on behalf of Labour in the direc- 
tion of industry, unless the rank and file are willing 
to devote themselves to the study of the problems 
that such direction implies. The ordinary workers 
must learn to elect as their leaders men able to 
carry out efiSdently a policy collectively decided 
upon ; and having once chosen them, must know 
how to follow them with critical loyalty. Unless 
this is achieved, the workers, while able to exercise 
negativa^ control over the regulation of industry, 
over rates of wages, methods of payment and the 
like, will yet lack the power to direct industry, and 
the authority to formulate the commercial policy 
that at bottom conditions the workers’ whole life. 



CHAFEER V 
UNEMPLOYMENT 
I 

Before the war the problem of unemplo3mient was 
considered the province of social reformers and of 
economists. It was only during periods of acute 
distress that politicians made it a topic of discussion ; 
and generally the revival of prosperity gave them 
once more the opportunity to breathe sighs of rdief 
as they turned away from a problem apparently 
incapable of solution. But the unparalleled depres- 
sion of the Peace Years, coupled with the realization 
of the part played in it by the international situation, 
has served to bring the subject into as prominent 
a position in political discussion as it has long held 
in social and economic. When dose on 2,000,000 
persons have remained unemployed or on ^ort 
time for two years, it is natural that the cause of 
the catastrophe and suggested remedies become of 
such strong interest as to form the main plank in 
Goieral Election platforms. Yet neitha the causes 
nor the consequences differ essentially, except in 
degree, from those of other periods of Stress. 

Until fairly recently destitution was looked upon 
125 



of inhermt delecf9«^ 

;^ii>(it<-of«\^k was classed with the 
crinunal as pests of society, the implicatiaa bdi^ 
that any person could easily find a job if he made w 
honest attempt. But the fact that the main body 
of the unemployed is always composed of meh, 
generally in work but temporarily incapable of find# 
ing a berth at the regular wage, show^ the fallacy 
of this assumption. It would indeed be true to 
say that, far firom being the result of individual 
deficiencies, unemplojunent and the fear* of unem- 
ployment are themselves the most fruitful cause of 
innumerable wrongs, which defy esctermination 
whilst their breeding ground is preserved intact. 

The maintenance of a good standard of life is 
the necessary basis of all progress. It was shown 
in an earlier chapter that the welfare of society 
depends at least equally on the expenditure of 
income as on the way it is earned. One of the main 
characteristics of civilized life is the development 
of what Marshall calls the " telescopic faculty," i.e. 
the o^eting of present actions in accordance with 
distant ends. But it is impossible to plan for the 
future unless the amount of mon^ on which one 
can draw can beprophesied with reasonable certainty. 
The employee with his hand-to-mouth existence, 
with the knowledge that at any time his weekly 
wage may stop altogether, has ndther the induce- 
ments nor the opportunity to spend his income in 
the way that is wisest and most socially desirable. 
He is forced to live almost entirely in the present, 
fmr the future lies with those who have it in their 



laaa^p^te {WNlaeti^ foipes 

^{doyment. His lack ol economic 
^ that &e inevitable result of evot a 

abort period out of work results in a lowering of 
hk standard. Household goods are pawned to 
provide inunediate necessities, rent and subscriptions 
'^to friendly societies fall into arrears, food must be 
of inferior quality, whilst any comforts or refinements 
of life are unattainable, and if the dq>ression in the 
particular trade continues, the break-up of the home 
follows a!s a consequence. 

The effects of unemplo}nnent are thus cumulative. 
Not only does the worker suffer privation at the 
time, but his physical efficiency is impaired ; and 
despair and enforced idleness, broken only by the 
casual earning of a few coppers here and there, 
conspire to sap his moral fibre. So that, whai work 
again offers, although he is certainly less fit physically 
(and possibly morally), yet on the wage he is again 
able to earn he has not only to support his family 
in regular necessaries, but has also to redeem his 
goods and make up arrears of periodic payments. 

It is the insecurity of the modem worker’s life 
which more than anything else bars progress and 
culture. I^uents oppose continued education and 
are ’anxious for children to begin eaming.as soon as 
possible, since an income drawn from several 
sources is naturally not as precarious as one depend- 
ent on a single breadwinner. For the same reason, 
wmnen who would otherwise be willing to ranahi 
at home to create a real home-life for the family, 
are forced to compete in an already over-stocki 



$iai^, whatever the wajges and condi^onn 
^0aed, be<»ase the unemployment of the hnsltthd 
makes some outside work imperatri^ 
The worst conditions have always been found 'in 
those industries which draw their workers from 
amongst the wives of casual and unskilled laboureis, 
whose emfdoyinent is chronically irregular. 

It is natural that a catastrophe which brings so 
many evils in its train should be regarded with the 
greatest fear by its victims, and that it should 
supply the motive for certain actions and preventive 
policies. The ca’ canny policy of some of the trade 
unions has often been criticized ; but this is only 
one expression of the general belief in a limited 
market for labour, which has been forced upon 
union members. If a worker knows that at the 
completion of a particular job or contract, his 
employer will have no further use for him, it is 
sound tactics on his part to endeavom to make the 
work last as long as is possible, by not working 
more quickly than is essential to retain his position. 
To coy^demn such an action is absurd. What is 
necessary is to findthereason for thisfear of dismissal, 
to discover why it is that, in a densely populated 
world, with wants that are continually increasing 
and never satisfied, it should be possible to ‘find 
a large number of able-bodied, skilled and willing 
workmen for whose services there is no demand. 

At first sight it seems hardly necessary to seek 
very far for an explanation of the widesfxread 
depression of trade that is at present causing the 
unemployment of millions. The country has been 



«aga(^ in of unprecedented ^menaons, in 
a large amount of cafutal was destroyed ; 
mdustries, organized on a war basis, have now to 
struggle back to catering for a civilian demand ; a 
vast debt was accumulated, the yearly interest on 
which requires heavy taxation. It is natural that 
the resultant poverty of (he nation should lead to 
a slackening of demand. Such a statement, how- 
ever, fails to penetrate beneath the surface of the 
problem. The war has, of course, left its mark op, 
industry, *but it has done so by exaggerating to ah 
enormous degree more or less normal characteristics, 
rather than by actually creating new ones. 

From an examination of the industrial history of 
the last century there emerges the fact that industry 
has, for that time, been subject to fluctuations in 
prosperity more or less regular in nature and duration. 
This rhjrihmical change in business activity has 
certain well-defined features. A period of good 
riude, rising prices, easy credit and full emplojonent 
is brought to an end by the realization that more is 
being produced than can profitably be sold. Banks 
draw in their credit, firms race one another in 
bwering prices to capture what portion of the market 
remains ; production is stopped and workers dis- 
missed until the glut has been absorbed. Gredu- 
ally, as this surplus is drawn ofi by consumers, 
demand revives, firms begin tentativdy to furoduce, 
and ^adually business becomes active again. The 
whole cycle usually lasts about ten years. 

To find the cause of this cyclical fluctuation is, 
however, very much more difiScult than to describe 





£ftct-wbich stands^ oiot 

;::!^|l^'.'fol‘^^;Sothe 'm the coiE»iyip(^i'vi^^^^^^ 
iiils to keq> pace ivith their prodwtkmi vao lM^' 
i&ere is piled up a mass of commodi^es srh|^ 
finally dogs the wheels of the industrial machine. 
This is sometimes denied, because it is in ai nt d ne d 


that, as human wants are insatiable, over-iHUduction 
of one class of article xnay occur, but general over- 
production is an impossibility. It does serai 
paradoxical to attribute a depression in trade to 
over-production when there are millions without 
suffident food, dothing, shdter, recreation, etc. 
But it must be remembered that goods are produced 
to be sold ; and if the price offered is not suffident 
to afford a profit to the organizer of production, he 
will shut his factory or workshop, and wait until 
the shortage of goods becomes so acute that people 
are forced to offer more in exchange for his cmn- 
modities. In this way, then, one can speak of 
general over-production of goods. 

How does this happen ? Why is it that goods 
accumulate more rapidly than the commimity can 
absorb them? The answer must be sought in a 


number of circumstances which can for convenience 


be summarized here : (a) The unequal distribution 
of wealth which results in a disproportion between 
investment and expenditure, {b) The speculative 
element in industry, (c) The control of business 
activity by thousands of independent entrepreneurs. 
((Q The dependence on credit as the basis of all 
transactions. 


If the community invariably consumed inunedi- 



^ wliat «as pn^ut;;^, 

Allthe^oon^esof 
wuihiae jn^adion would be bamd if it 
not that peoi^ refrain from using up aU ^ 
w^th produced but save some to make new kinds 
df machines, build roads and factories, etc., in order 


to produce more easily in the future. The savage 
vAo one day saved half bis food for the morrow 


and speut the time in fashioning a weapon, was 
tiiereedter able to get his living more easily than if 
he had, as usual, eaten up the last mouthfid, and so 
had been forced for the next day to hunt for bis 


food without the help of the weapon. In the same 
way, in modem industry, men save part of the wealth 
they have made and with it fashion tools which 
hdp them to produce a bigger quantity more quickly 
than before. And in this way they gain leisure for 


other things than forcing a living from Nature. 
More varied wants, spiritual and mental, as well as 
physical, are given space to devdop and opportunities 
of satisfaction. There is, however, a limit to the 


amount that can be profitably saved and used for 
future production. If the savage becomes fascinated 
by this idea of postponing his enjo}mient and puts 
hiiTififtlf for a long time on starvation rations while 


he makes a still more wonderful weapon, he vdll later 
be able to get a vast quantity of food ; but he will 
be so used to eating little that, unable quickly to 
accustom his digestion to the feasting, he wiU be 
ipieed wistfully to watch the piled-up food rotting 


away. 

This again is what happens in industry. The 
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wealth that is produced is distributed amongst the 
members of society in very xmequal proportions. 
iic. J. M. Kejmes, writing of the world before the 
war, says : — 

" While there was some continuous improvement in 
the daily conditions of life of the mass of the population, 
society was so framed as to throw a great part of the 
increased income into the control of the class least 
likely to consume it. . . . On the one hand the labour- 
ing classes accepted from ignorance or powerlessness, or 
were compelled, persuaded or cajoled by custom, con- 
vention, authority and the well-established order of 
society into accepting, a situation in which they could 
call tibeir own very little of the cake that they and 
Nature and the capitalists were co-operating to pro- 
duce.” 1 

The great difference in income between the various 
classes results in the wage-earning majority’s having 
insufficient for an 3 ^hing but a low standard of life, 
whilst the small class of capitalists and landowners 
receive so much that it is difficult for them to spend 
the whole of it. Even if they could find other 
luxuries on which to spend the surplus, the extra 
satisfaction thus obtainable is so little that it is 
preferable to invest it in something which promises 
even greater wealth and power in the future. The 
result is that more and more surplus income gets 
invested, and the capacity of industry to produce 
commodities becomes even greater. During a boon 
it is always the capital or constructional trades, 
building, engineering, shipbuilding, etc., that are 
busiest. But when the increased quantity of goods 

^ Economic Oonseguences of the Peace, pp. i 6 , 17. 
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comes to market it is fotmd that too much has been 
produced. The public, like the savage accustomed 
to starvation rations, is used by long years of habit 
to a particular demand for goods, and cannot easily 
alter it. There is no part of life in which custom 
exerts a stronger influence, in which people are more 
conservative, than in the ordering of their daily 
lives. Particularly is this so with those of small 
incomes, for they are generally allowed so little 
exercise of choice in the goods they purchase, and 
time is necessary before any change in the routine 
demand can be introduced. When manufacturers 
find stores of goods accumrilating in their warehouses 
they lower prices, and as demand cannot immediatdy 
expand sufiiciently, panic ensues, prices come 
tumbling down, and producers call a halt. Many 
thousands of workers are turned off, the wages of 
the others are reduced ; and thus not only are there 
more goods, but there is less ability to buy. 

If there were some superman, capable of envisag- 
ing the whole world, able to foretell the resources of 
the future, the numbers of the population, the likely 
fashions and whims, and, therefore, the probable 
demand of even a few years ahead, he would, pro- 
vided he were invested with the requisite authority, 
be able to decrease the violence of fluctuations by 
dictating each year the quantity of wealth that should 
be saved and re-invested. But actually there is 
no such accuracy of prophecy possible. Specializa- 
tion in industry has made production more round- 
about in the sense that a longer time elapses between 
the growing of the raw material and the selling 

S A.I.P. K 
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r^il of the finished product, and also in the sense 
that an article in the processes of production goes 
through a very much larger number of hands. 
Two difficulties are thus introduced. Firstly, much 
knowledge is required in order to anticipate intelli- 
gently the probable demand of a few years ahead ; 
and there is thus inevitably a highly speculative 
element in all businesses. SeconcUy, as each 
entrepreneur, responsible perhaps for the organiza- 
tion of one or two processes in the complete produc- 
tion, is anticipating independently of all the others, 
there is ample opportunity for mistakes, for irrational 
judgments, for calculations based on rumours or 
incomplete facts. 

Some favourable circumstance — a good cotton 
crop, or simply a revival of demand owing to the 
absorption of the glut — ^results in merchants nego- 
tiating for the re-stocking of their warehouses. 
Manufacturing firms place orders for machines, ships, 
fuel, etc. Transport industries become active in 
carrying these and anticipate a still larger demand 
for their services as the finished goods require 
moving. Workpeople are in demand and their in- 
creased purchasing power induces industries supply- 
ing their wants to work at greater pressure. But 
this new demand cannot easily be met. During 
the depression building and the constructional trades 
have stopped, machinery has been allowed to 
depreciate, etc., so that the shortage of goods leads 
to a quick rise in price. A rise in price promises 
good profits and manufacturers, pointing to their 
happy prospects, are able to get easy credit 
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from the banks. This, in its turn, adds to the 
number able to purchase, and sends prices up still 
farther. A general spirit of confidence and an orgy 
of investment are the result. Many, without any 
knowledge of trade or any capacity for estimating 
the demand, rush into business without considering 
whether there will be a market for their goods. And 
the boom is well under weigh. 

A more equal distribution of wealth would decrease 
the violence of fluctuations in two ways. By 
cutting off the surplus of the rich and adding to the 
incomes of the poor it would give to the latter 
possibilities of a more elastic and flexible standard 
of life, and would enable them to consume their 
proper share of the goods produced. At the same 
time, the rich would not have so much surplus out 
of which to invest without regard to the future 
demand. Secondly, in thus pushing up the general 
standard of life of the mass of the community, the 
speculative element in industry would be considerably 
reduced. For a greater portion of the resources of 
the country would be utilized to provide for general 
necessaries, the demand for which is always more 
stable than is that for comforts and luxuries. 

Nor need fears be entertained that, after cutting 
off the surplus of the rich, from which at present most 
capital is drawn, an insufficient amount will be saved 
to meet the real needs of industry. The higher 
(and particularly the more regular) the standard of 
life, the greater the inducement to think of the future 
and attempt to provide for it, the keener the resolve 
to educate the children, and the quicker the growth 
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of the deliberate desire to put by some part of the 
income as an ’investment for the future. So that, 
althou^ capital could not be dravui from a few 
very big incomes, enough could undoubtedly be 
collected from the much greater number of smaller 
amounts over the whole population. 

Just before the outbre^ of war in 1914 there 
were signs that a cyclical depression was imminent. 
Feverish activity was the characteristic of the business 
world, and it was evident that the vast accumulation 
of stocks was beginning to cause apprehension. The 
war, however, postponed the depression. For, at 
the moment when, normally, demand would have 
weakened and prices accordingly have dropped, 
there came into the market a piurchaser with, 
apparently, the purse of Fortunatus. Whatever the 
quantity produced, the belligerent Governments 
would have bought it up and asked for more. 
Nor was there any cavilling over price. Had the 
Government first taxed very heavily and thus 
diminished the purchasing power of ordinary citizens 
before making their own demands, prices would not 
have risen so sharply. But as there was compara* 
tively little taxation during the war, the insatiable 
Government demand, added to the normal civilian 
demand, resulted in fierce competition for restricted 
supplies, and, consequently, in soaring prices. The 
Governments, faced with the necessity of paying for 
their purchases, and afraid to tax, printed, or allowed 
the banks to print, vast quantities of paper money 
and were thus relieved of all fears of inability 
to pay. And, with no need to count the cost as 
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the printing presses could easily provide more money, 
there was inaugurated a period of void bu3dng, of 
wild producing and of wild investing. 

“ Economical handling of goods, careful purchasing 
and selling, became secondary matters. Production 
at no matter what cost, distribution by roundabout and 
grossly expensive routes and sale to the Government 
on a cost plus basis became the standard. Many of 
our best staff went soldiering, both principals and sub- 
ordinates, and the traditions and efforts of the remainder 
went down under the weight of war methods. There 
was little* dishonesty — ^but much of easy results and still 
easier gains. Then came peace and the post-war boom, 
when a sure way to success was buying things lavishly 
and regardless of price, certain that a profit would 
accrue by holding. Old hands were amazed at the ease 
with which money was made and, worse still, new ones 
thought it natural. Business reputations were made 
and concerns rose and flourished in an atmosphere of 
expensive new offices, over-loaded boards, and limou- 
sines as necessary part of the machinery ; their finance 
and standing charges were in accordance with the 
profit.” 1 

As undreamed-of profits could be made despite 
extravagant methods there was little incentive to 
good and efficient organization ; and the effort to 
conceal the extent of the gains both from the 
Chancellor of the Exchequer and from the anger 
of the workpeople, led to unnecessary expenditure 
on plant and buildings, on the buying-up of smaller 
firms not really required in the industry, and on the 
very great over-capitalization of indiistry by the 
issue of bonus shares. 

^ R. D. P. in Manchester Guardian, Commercial Recon- 
struction Series, No. 12. 
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Gradually some Gov^iunents, awakening to 
economic realities, began to cut down expenses, to 
ban new schemes and to stop the further printing of 
paper money. The result was the arrest of the 
upward flight of prices and a panic to get rid of 
stocks before prices were forced lower. The wasteful 
and extravagant methods of production fostered 
during the boom did not make it easy to lower 
costs of production, whilst the disproportionate 
increase in capital on which dividends had to be 
earned added to the difliculty. 

The Peace has also made recovery more remote. 
During an ordinary cyclical depression there is 
generally the certainty that, given time for the glut 
of goods to be disposed of, demand will revive and 
industry once more become prosperous. Yet on the 
heels of a war that beggared most of Europe, 
destro3dng its resomces and killing its credit, came 
the Peace that has riven apart areas which should 
economically be closely united. Impenetrable tariff 
barriers have been set up between countries whose 
life demands free trade ; a spirit of military adven- 
ture and hot-headed Chauvinism has kept the war- 
embers alive ; Reparations policy has veered and 
hesitated. The cumulative result is that Europe 
lies in a fever of flux and chaos, such as makes it 
impossible for her to do business. 

Trade, and particularly international trade, is 
based on confidence.— on confidence of both buyer 
and seller that the other will punctually discharge 
his obligations. But when half the world is bankrupt, 
with little hope of recoveiy, and working with 
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a continually depreciating currency, such trust is no 
longer possible. A man may have goods to sell, 
another be willing to buy ; but, by the time the 
bill is paid, exchanges may have moved so violently 
that a fair profit is knocked into a staggering loss. 
In addition, the more depreciated the currency of 
one country the less is it able to buy the goods of 
another since the price to be paid, translated into 
the good currency, would be prohibitive. 

The present imemployment is thus the result not 
only of a greatly exaggerated cyclical depression, 
but of the political situation of Europe. And 
recovery must inevitably be postponed until inter- 
national affairs have been placed on a more settled 
footing. 

II 

Cyclical fluctuations in business activity do not 
however account for all the variations in the demand 
for labour. There are other causes, less dramatic 
in effect, but very important in their total influence. 
Unemployment may be said to be due to the fact 
that, whereas the supply of labour over a short 
period is more or less fixed, the demand for labour 
varies continually. At any one moment there are 
not only just so many people of working age alive 
in the world, but these people are specialized into 
different crafts, trades and occupations. It takes 
time either to add to the total number of adults 
alive (since some years are required before a new- 
born child reaches working age), or to add to the 
number of workers qualified to engage in any special 
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trade (for training and experience take, at least, 
some months to acquire). And similarly, one cannot 
reduce eith^ the numbers actually in existence, nor, 
without considerable effort and dislocation, the 
niunbers seeking for work in one particular industry. 
But industries are not static. They are continually 
changing, affected by su(^ things as the demand 
for other goods (which may draw off some of their 
customers), by the supply of raw materials, new 
methods of manufacture, and a hundred and one 
other factors which influence their week-to-week 
requirements of labour. Of these variations some 
are so regular as to be capable of fairly accurate 
calculation. 

Practically every trade is subject in differing 
degrees to seasonal fluctuations. Very rarely could 
any industry be found which would show the same 
amount of business done each month of the year. 
Almost always there is a gradual rise tmtil the 
period of greatest demand is reached : and is followed 
by a gradual falling off in sales. In some industries 
this rise and fall is so strongly marked that the name 
"seasonal trades" has been given them. This 
variation in business is due partly to climatic and 
partly to social causes. Because more coal and gas 
are needed in the winter the demand for the labour 
that produces those commodities is greater in that 
part of the year. Building operations are more 
difficult in the winter ; house decoration is required 
genially in the spring, at the beginning of the clean 
weather; clothing business booms in the spring 
and autumn, when all are replenishing their ward- 
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robes ; harvesting, fruit-picking and hop-picking can 
be carried out only at special seasons of the year. 
Christmas, the time of festivity and of present- 
giving, is responsible for an increase in the production 
of gift articles in the months before, and requires 
the extra services of postmen, transport workers, 
waiters, etc. Custom enjoins the publication of books 
mainly in the autumn, so that printers and binders 
are much in demand in the period immediately 
preceding. 

To redu'ce the unemployment caused in this way 
is exceedingly difficult, for social conventions seem 
as unalterable as the seasons. But although one 
cannot easily prevent demand concentrating at one 
moment, there is no reason why the production of 
the necessary goods should not be spread over a 
much larger period. It is sometimes maintained 
that working overtime for one part of the year and 
being imemployed at another balance one another. 
But this is not so ; for the strain of working at 
high pressure for weeks on end is not relieved by 
another period of no work at all, especially as the 
second period is workless only in name, and is rather 
one long, weary effort to get emplo5mient. The loss 
of wages, too, means less nourishment, clothing, etc., 
so that the out-of-work weeks, far from acting in a 
recuperative capacity, simply add to the effects of 
the strain of over-work. Where the goods are of 
the sort that can be kept in stock (i.e. where they do 
not depend on a quickly changing fashion, or are 
not perishable), the strict enforcement of the eight- 
hour day would do much to spread employment 
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more evenly over the year, and thereby prevent 
both the strain of overtime and the ill effects of 
unemployment. 

In some trades tentative efforts have been made 
towards reorganization, e.g. the White Sales of 
January are an attempt to keep in work the shop 
assistants and allied workers in the drapery trade 
during what is usually the slump period between 
the frenzy of Christmas and the beginning of the 
spring demand. In other cases, two trades have 
been joined together, as, for example, the winter 
felt hat trade and the summer straw hat trade. And 
often men who make bricks during the summer are 
employed in gasworks in the winter. But a great 
deal more examination is required of the possibilities 
of dovetailing trades into one another and drafting 
men from one to the other as necessity demands. 
At present this happens in a very casual way, men 
drifting into the country for the fruit and hop- 
picking seasons and back into town to get unskilled 
labouring jobs in the winter. 

There are other variations in the demand for 
labdur which, unlike these seasonal ones, cannot 
be anticipated. A strike in another country, or 
the failure of a wheat or cotton crop, may throw 
thousands in England out of work. A storm at sea 
may prevent a ship coming into dock at the expected 
time and hundreds of dockers must be turned away 
from the gates. Fashion decrees that knitted 
garments shall be worn, and the hosiery trade 
expands at the expense of the ordinary cloth industry. 
New machines are introduced and gradually displace 
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the old, throwing permanently out of work those 
who manned the old type. A whole industry declines, 
and although its place is taken by another and more 
virile one, the skill demanded of the worker is not 
the same.i 

The consequences of such variations are enorm- 
ously exagg^ated by the lack of mobility of labour. 
Not only do trades as a whole fluctuate, but the 
firms within the trade have differing fortunes. One 
firm, through luck or through the enterprise of an 
energetic manager, develops its sales and expands 
its production. Another, unable to adapt itself to 
quickly changing circumstances, or perhaps in the 
charge of one not pricked on by ambition, begins 
slowly to decay. The first requires more workers, 
the second less. The obvious arrangement would 
be for the dismissed labour to find work with the 
expanding firm. But it is much more likely that, 
instead, the latter’s demand for more workers will 
attract fresh persons into the trade, so that although 
the total amount of labour demanded remains the 
same, the number competing for the jobs has 
increased. 

Many circumstances combine to produce the 
general immobility of the worker. Ignorance of 
where jobs are to be found leads often to an unsatis- 
fied demand for labour in one district, whilst in 


^ The decline of horse-drawn vehicles in favour of automobiles 
has made the Horse and Cattle Forage business a declining 
trade and has also replaced the work of the coachman and the 
harness manufacturer by that of the mechanic, the chauffeur, 
the maker of motor-accessories, etc., etc. 
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another men qualified to fill the posts are walking 
the streets.' Even when a worker knows of a job 
the lack of any guarantee as to its permanency 
makes him unwilling to apply for it if it would 
necessitate removing his home. Not only does this 
involve heavy expense at a time when he is least 
able to bear it, but, since the war, the serious shortage 
of houses has acted as a great deterrent to moving 
into another locality, where the expense of lodgings 
would have to be incurred. The new berth, too, 
may oiler itself in a place where there are no openings 
for the children or the wife, so that although the 
man's earnings may be quite good, the family 
position is worse. Families are, also, naturally 
conservative. Having rooted themselves in one 
place, among a circle of friends, in club, society, or 
church, they shrink from transplantation to a new 
area where they must make the fresh effort to 
establish themselves in normal social life. 

When the urgency of finding work necessitates 
moving not simply from one place to another but 
from one occupation to another, the difficulties are 
even greater. Large-scale production is economized 
only because each process can be highly specialized 
and standardized. And advantageous as it un- 
doubtedly is from this point of view, it has its draw- 
back in so far specializing the labour employed that 
adaptability is lost. A boy enters a trade at a low 
wage hoping to get a training which will make his 
future safe. Years later a revolution in methods of 
manufacture, the discovery of a cheaper substitute, 
or some other unforeseen development makes his 
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services a drug on the market. The best workmen 
suffer most in such cases, for they are unused to 
looking for work; and, unable quickly to adapt 
their skill, they drift from the status of the self- 
respecting skilled artisan with a decent standard of 
life to the low level of the casual labourer. 

This crystallization of human energy into different 
forms should forbid the stressing of technical 
education in the schools at the expose of liberal 
and cultural studies. A child who is forced to 
choose his future career at the early age of fourteen, 
and is then taught the elements of the work in 
school, may as a youth have a better chance of a 
job, for the employer is saved the trouble and expense 
of training him. But industry moves very rapidly, 
and twenty years later, when, probably, he is married 
with a young family, when his financial responsi- 
bilities are heaviest, his skill may no longer be in 
such demand. Unable to learn a new trade, his 
standard of life is lowered just when it is most 
important that it should be maintained or improved. 
A cultmral education, on the other hand, sets free 
the faculties of the individual. By educating the 
child as a human being, and not as a potential 
factory worker, it develops in him adaptability, 
initiative and a general mental agility, which will 
enable him not only to acquire more quickly the 
requisite skill required in the workshop, but also to 
turn his attention to other forms of work should 
necessity arise. 

That this is the effect of better education was 
shown during the war when women with little or 
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no experience of indnstiy were forced rapidly to 
take the place of men. " For emplo3mient as skilled 
mechanics, many employers deliberately selected 
women of secondary education who had no previous 
industrial experience.” 1 

The mobility of workers from trade to trade is 
further hampered by the demarcation rules of many 
trade unions. Men are* not allowed to undertake 
any other work than their own special job, brick- 
layers not permitted to do work of plumbers, etc., 
and it is not often worth the while of the worker 
to change from one union to the other in order to 
be permitted to accept the work. Unemployed and 
sick benefits are paid by unions at different rates 
according to length of membership ; and a man in 
leaving one union for another forfeits one set of 
benefits, and does not for some time qualify for the 
same rate in the new society. The very great growth 
of amalgamation and federation now taking place in 
the Trade Union world is likely to effect a consider- 
able improvement in this respect. 

Ill 

An attempt was made in 1909 to increase the 
mobility of workers and prevent the wastage of un- 
necessary employment. In September of that year 

1 Barbara Drake, Women in Trade Unions, The same point 
was continually emphasized in the evidence given before the 
War Cabinet Committee on Women in Industry, e.g. : High 
School girls were selected to do fitting and turning because 
tiiey have intelligence. You would never dream of putting 
the ordinary woman who has only got through the lowest classes 
of the Board School to do fitting and turning, you will put 
her on labouring or on a machine wat is absolutely fool-proof.*' 
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an Act was passed establishing all over the country 
Employment Exchanges, whose object was to bring 
together employers wanting workers and workers 
seeking jobs. The lack of success of these exchanges 
is partly attributable to a series of setbacks that they 
have suffered. Almost before they had begun to 
function, an unlooked-for burden was thrown on 
them by Part II (the Unemployment Insurance 
section) of the Insurance Act, 1911. Three years 
later, as they were beginning to feel their feet, the 
outbreak of war not only dislocated their staffs but 
imposed on them extra problems in relation to the 
mobilization of national resources. In 1918 diffi- 
culties of demobilization had to be solved, while 
later still the Unemployment Insurance Act of 1920 
involved a great volume of extra statistical and 
clerical work. Yet even taking into consideration 
the lack of time for adequate organization, the 
exchanges have not done even as much as could 
have been expected. 

That some such type of machinery is necessary 
caimot be doubted. Trade unions can give their 
members necessary information about vacancies in 
their own trades, but they have no power to learn 
of vacancies in other occupations for which their 
members might be suitable. And, moreover, not 
all workers are organized. Only some establishment 
which is controlled by a central office can ensure the 
efficient interchange of information, so that all berths 
are filled at the earliest possible moment. But it is 
equally essential that such a bureau should be well 
run and adequately staffed. The Committee of 
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Inquiry into the work of the Employment Exchanges, 
which reported in 1920, criticized very adversdy 
the personnel of the exchanges and recommended 
a complete regrading. The officials have no 
knowledge of the industries of the district, nor of 
the qualities required to perform the work of them. 
Their ignorance of social conditions unfits them to 
act in an advisory capacity : and applicants are 
therefore sent to jobs for which they are quite 
unsuited. The blame for all this lies not entirely, 
nor even mainly, with the officials themselves, but 
rather with the Ministry of Labour, which has not 
yet realized the necessity of attracting, by adequate 
salaries, trained efficient workers to this profession. 
The very large amount of clerical work entailed in 
the administration of the Unemplo3mient Insurance 
Act, and in the compilation of statistics for the 
returns to the Ministry, leaves little time even to the 
best officials adequately to perform the task set 
them. The Employment Exchanges will not work 
successfully until salary and conditions are such as to 
make possible an insistence on a good knowledge of 
social and industrial conditions on the part of the 
officials. The careful carrying out of their functions 
will automatically remove one of the present diffi- 
culties— the negligence of the employers in not 
notifying vacancies. When the exchanges get a 
reputation for speed and efficiency employCTS will 
be only too willing to avail themselves of their 
services. 

But even knowledge of where work is to be found 
will not materiaUy increase mobility if other obstacles 
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remain in existence. The difficulty of removing from 
one locality to another could be 'considerably 
decreased by a constructive housing policy, but 
there would still remain the very natural dislike of 
leaving one’s friends, and the fear of losing chances 
of emplo3anent for the rest of the family. Here one 
must look for relief to speedier and cheaper communi- 
cation. There is no reason, other than the expense 
and slowness of travelling, for a man’s being forced 
to live near his work. It is, in fact, both healthier 
and pleasanter to live at some distance, so that the 
leisure hours are free from any association with the 
work of the day. Better communication would 
both enable a man to live where he likes and greatly 
widen the area in which he could profitably seek 
employment. 

Much also needs to be done in guiding the child 
when he leaves school. At present a boy generally 
throws himself into any chance job that offers when 
the time comes for him to begin work. The low 
wages of the parents makes them look forward 
anxiously to the moment when the child will con- 
tribute to household expenses, and often compara- 
tively highly paid work which leads nowhere is chosen 
instead of that which makes up for low payment by 
giving a training. When the boy in the " blind 
alley ” trade is old enough to demand an adult wage, 
he is dismissed in favour of the latest comers from 
school, and is thrown on the world with no trade or 
skill with which to earn a man’s living. Good work 
has been done here in an advisory capacity by 
Choice of Employment Committees, working under 

S.A.I.P. L 
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the local education authorities, and by Juvenile 
Employment Committees working under the Ministry 
of Laltour. But here, too, the officials are not 
always those best suited to the task. There is not 
close enough co-operation with teachers, dub-leaders 
and others who are in intimate and continuous 
contact with the children,, who know better than an 
official who sees them once, their qualities, capacities 
and limitations, and who, by their advice, could 
save much fruitless effort and wasted energy. Those 
who have spent time working amongst adolescents 
lay great stress on the necessity for an interviewing 
committee whose object it shoidd be to discover 
privately, and sympatheticaDy, the work for which 
each child is specially fitted.^ 

But such work, valuable as it undoubtedly would 
be, has limitations. It is difficult to urge parents to 
train their children well when the family wage is 
so small that the extra earnings are needed. The 
solution of this problem depends, therefore, on the 
maintenance of a much higher and more stable 
standard of life. Nor is it possible for advisers, 
however keen and far-seeing, to know what revolu- 
tions in methods of manufacture may take place in 
future years. The best possible safeguard is more 
education. 

The reorganization of the machinery of the labour 
market may prevent wastage due to ignorance and 
may help in the task of keeping square pegs out of 
round holes ; but it leaves unsolved the more 

> C/. Inquiry conducted by National Organization of Girls* 
Clubs . — Club News, 1921. 
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difficult and pressing problem of providing actually 
more jobs. In some trades, notably cotton and 
coal, there has been followed for many years the 
practice of “ going on short time ” during a depres- 
sion, i.e. every one works for fewer days, instead 
of some being altogether out of work. During the 
present slump this plan, has been usual in most 
industries. But fewer days work means less earn- 
ings, and as wages rates also fall when trade is bad, 
the short-time earnings are very low. To half 
starve all workers instead of completely starving 
only a percentage of them can har^y be regarded 
as a solution of the difficulty. 

A favourite proposal is that the public authorities 
should help to stabilize the general market by 
withholding their demand when trade is booming and 
by increasing it as the depression commences. 
Local and national authorities enter the market as 
big purchasers of stores, for ships, for housing and 
afforestation projects, for the making of roads and 
harbours, for the building of schools and offices, etc. 
The Minority Report of the Royal Commissioners 
on the Poor Law suggested that these authorities 
should put aside a certain sum annually to be 
expended in these necessary purchases at a time 
when the percentage of unemployed rose above the 
normal. It should be emphasized that this is not 
intended as relief work, but as a normal demand 
to be contracted for in the ordinary way. Not too 
much stress, however, must be placed on such action. 
It is very often exceedingly unwise to allow of the 
postponement of necessary public work, such as the 



15a 


UNEMPLOYMENT 


erection of school buildings or the making of impor- 
tant communications. Also reliance on such a 
remedy assumes that the members of public bodies 
more than the rest of the world have the opportuni- 
ties or the capacity to see the-approach of a boom 
and the subsequent depression. 

“ Does not the proposal require that tjiese authorities 
should be more level-headed and foreseeing than private 
persons and institutions, whereas the observed fact is 
that they are less so ? Representing the majority, they 
are likely to launch out further in time of .boom and 
draw in further during depression than the whole 
mass of business men, which contains a number who 
can and do act in prudent disregard of prevailing senti- 
ment.” 1 

But while it is expecting too much of the majority 
of public authorities to exert this wise restraining 
influence, the country has a right to look for more 
constructive thought from the Government, which 
has at least the opportunity of consulting the more 
“ prudent men.” Yet during the post-war depres- 
sion the actions of the Government have served only 
to exaggerate the violence of the fluctuation. Just 
as during the period of rising prosperity the construc- 
tional trades are the first to boom, so too during 
the depression it is those trades which suffer most. 
For people must spend their reduced incomes in 
maintaining the normal standard of life, and have 
therefore a less amoimt to invest for future produc- 
tion. Thus at present * the following six groups of 
trades account for more than half the unemployed : 

* Dr. E. Caanan, Economie Journal, September, 1923. 

' April,' 1923. 



UNEMPLOYMENT 


153 


Engineering and Ironfotmding . 203,016 
Shipbuilding .... 107,570 
Iron, steel, etc. . . . 100,768 

Buil^g construction, bricks, 
sawmilling, etc. . . . 171,847 

Coal 43,745 

Transport (sea, docks, canals, road) 94,339 

i.e, 727^285 out of a total of 1,303,476.^ 

There is at the moment no more pressing need 
than an adequate housing policy. It is estimated 
that at least 70,000 houses must be erected annually 
to keep up with the growth of population and the 
decay of old houses. Practically all building stopped 
during the war ; and after the Armistice the boom, 
assisted by the inflation of the currency and the 
growth of monopoly control, sent prices so high that 
it was impossible to build at a price which a workman 
could afford to pay in rent. As a result 500,000 
houses are required at once if the deficiency is to 
be made up. The depression when prices are lower 
should be the opportunity snatched by the Govern- 
ment to put forward its housing policy, not only as 
a social necessity, but also as an " economy." Yet 
actually the Government competed for labour and 
materials during the boom (thus helping to send 
prices up), and abandoned its policy when the 
depression started (thereby sending prices down still 
farther). 

The development of roads and bridges was also 
checked by the war. An extension of this work 

^ This number does not include the unemployed in trades 
that are not insured, nor those on short time, nor those who have 
exhausted their right to unemployment benefit. 
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would both hdp to rdieve unemployment now, and, 
also, to pre{^e the path for the revival of trade, 
which, as matters stand, is likely to be impeded by 
lack of good communications. The Road Board 
makes grants to Local Authorities for this purpose, 
but the conditions of the grant detract from its 
advantages. As road-making is regaled definitely 
as " rdief work,” the out-of-works ra other trades 
are employed instead of those men who are specially 
qualified for constructional work. . It cannot be too 
strongly emphasized that relief work of this kind is 
wasteful in the extreme. By emplo3dng men who, 
however skilful at their own trades, are inefficient in 
this work, the cost is greatly increased. The men 
have no interest in work which they feel has been 
" made ” only to avoid the appearance of their 
getting something for nothing. But a truly con- 
structive policy would stimulate the capital trades, 
in which unemployment is worst ; and by increasing 
the purchasing power of the home market would be 
of advantage to all other industries. At the same 
time there would be an added advantage in making, 
while prices are low, the houses, roads, etc., which 
will inevitably have to be built within the next few 
years. 


IV 

Increase of mobility, better education and a wise 
Government policy can greatly lessen the volume of 
unempIo3unent ; they cannot altogether abolish it. 
As long as industry is not static, as long as wants 
change and production alters to meet the new 
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demands, however smoothly the mdustrial machine 
works, there must be transitional periods of unem- 
ployment whilst work^s move from one place or 
occupation to another. Again, certain demands 
tend to concentrate at^fiering times, and production 
cannot always be spread evenly over the year ; and 
these facts necessitate a reserve of labour which 
can be fully mobilized while trade is booming, but 
which at every other time is only partially employed. 
Whatever the organization of industry, the existence 
of such a' margin of labour is inevitable. In modem 
industry, however, it is very much larger than it 
need be, particularly in certain occupations. To 
take the most striUng illustration, docks, where 
employment is almost entirely casual, maintain an 
overwhelmingly large reserve. Men are taken on 
for a four-hour shift but have no guarantee that they 
will get first chance of further work. Consequently 
many more than could ever be employed crowd to 
the dock gates in the hope of getting at least half 
a day’s wages. Thus partial and very uncertain 
employment is given to a host, instead of full and 
more secure employment to a much smaller number. 
But even decasualization of dock labour (i.e. the 
introduction of some method of selection so as to 
afiord more permanency of employment) would not 
abolish the reserve. Dock work, more than most, 
is subject to uncertain fluctuations. A storm at 
sea, or the political condition of another country, 
may delay a ship from reaching port, and once in 
dock, bad weather may necessitate postponing un- 
loading for many days. 
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If, however, a reserve of labour is necessary for 
the efficient running of industry, men even when 
out of work must be looked upon as part of the 
industrial staff and paid, as it were, a retaining 
ffe. Moderate unemplo3nnent is not necessarily 
in itself an evil ; but its accompaniments make it 
so. The lowering of the standard of life, destitution, 
the degradation and break-up of tjte home, the 
despairing and fruitless search for work — ^these are 
what make unemplo5nnent a dreaded evil. But 
once it is recognized that a degree of imemployment 
is inevitable, some provision for the out-of-work 
is seen to be essential. 

The first legislation providing for compulsory 
insurance against unemployment in this country 
was contained in Part II of the National Insurance 
Act of 1911. The Act, which was passed as an experi- 
ment, established a scheme of insurance for the con- 
structional trades (building, engineering, shipbuild- 
ing, etc.) which, as has been shown, are peculiarly 
liable to violent fluctuations. Of the 2,000,000 
workers.covered by the Act, each had to pay 2 \d, 
per week, the employer paying a further 2^d. in 
respect of each worker, and the State contributing 
one-third of the total pa}anents of workers and 
employers. In return the worker received unem- 
ployment pay at the rate of 7s. a week for fifteen 
weeks in any twelve months. In 1916 those en- 
gaged on munitions work were brought under the 
scheme, and three years later the weekly benefit 
was raised to iis. In 1920 the plan was enlarged 
to include the majority of workers. By the 1920 
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Act compulsory insurance >vas established for all 
workers, with the exception of those employed in 
agriculture, domestic service, on the railways or by 
a public authority ; the reason for these exceptions 
being their permanency of employment. Contaibu- 
tions were at the following rates : — 



Worker. 

Employer. 

State. 

Benefit. 

Man . •. 



id. 

15*^. 

Woman 


3P. 

IK 

I2S. 

Boy . . 

id. 

id. 

lirf. 

7 s. 6 rf. 

Girl . . . 


id. 

id. 

1 

1 

6s. 


An especially interesting section of the Act stated 
that industries which prefer to establish schemes of 
their own may, with the sanction of the Ministry 
of Labour, contract out of this Act, provided that the 
scheme is a joint one of employers and employed, 
and that it gives benefits at least as good as those 
provided by the State plan. 

Unfortunately, the Act, which brought 12,000,000 
workers under the insurance scheme, came into 
force when the depression in trade was beginning 
to make itself seriously felt. Had it commenced 
two years earlier when imemployment was practically 
nil, and when profits and wages were good, a reserve 
fund could have been built up, out of which to meet 
the expenses of abnormally bad times. Instead of 
this, from the very first there has been a heavy and 
continual drain, with the inevitable result that the 
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fimd has become insolvent and has been forced to 
borrow. The continued depression has resulted in 
certain amendments of the original Act, the present 
position being as follows : — 


I. Contributions 



Worker. 

Employer .y 

State. 

Man . . . 


lOd. 

6ii. 

Woman . . 

7 i. 

U. 

‘ 5i^- 

Boy . . . 




Girl . . . 

4 i. 

4 jrf. 

3t<i. 


II. Benefits (which are not paid until after a quali- 
fying period of six days — a condition which imposes 
great hardship on those on short time or on work 
of a casual nature) are : 15s. weekly for men, 12s. 
for women, together with an allowance of 5s. for a 
wife and is. for each dependent child. 

III. Furthermore, all schemes for contracting out 
are held up until such time as the Insurance Fund 
becomes solvent. 

From the inception of the scheme discussion has 
been keen as to the suitability of its basis. It has 
been suggested that, instead of the national system 
there should be established " insurance by industry,” 
i.e. a separate scheme for each industry to be admin- 
istered by its own representatives. This plan, 
which derives its inspiration from the idea of self- 
contained and self-governing industries made 
familiar by the Guild Socialists, is very attractive 
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in its implication that the maintenance of the worko- 
should be the first charge on industry. ' As one step 
towards a reorganization of industry on the basis of 
self-governing guilds, it has gained many adherents. 
Other than this, three arguments are brought to its 
support : — 

(1) Industries vary greatly in the extent of their 
unemployment The capital trades are subject to 
more violent cyclical fluctuations than most, whilst 
many trades are more seasonal than others. A 
general sclieme means that the stable trades bear a 
greater burden than is necessary in order to help 
maintain the unemployed of those either more 
fluctuating or not so well organized. 

(2) A national scheme makes difficult, if not im- 
possible, the levying of differential contributions and 
the payment of differential benefits. Yet the reason 
for insurance is the maintenance of the standard of 
life of the worker, which varies from industry to 
industry. An industrial scheme would allow much 
more readily of this diversity. 

(3) Finally, if an industry, badly organized or sub- 
ject to abnormal fluctuation, were forced to bear from 
its own funds the full financial responsibility of its 
unemployed, it would feel a direct incentive to more 
efficient organization, and to examination of sugges- 
tions for increasing the stability of trade. 

All these arguments have much in their favour. 
The first is sometimes opposed on the grounds that 
good industries should support the bad, because, 
^ce all trades are interdependent, none can refuse 
a certain measure of responsibility for the others. 
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For example, dock labour and building work are 
both highly Euctuating types, yet practically every 
other industry depends on them both for getting its 
raw materials, and for disposing of its finished 
goods; as well as for building the factories and 
workshops in which those goods are made up. Is 
it not just therefore, it is asked, that industries 
should pay the full cost of those services, including 
maintenance of the unemployed ? Yet in totally 
exempting from the present scheme those in com- 
paratively stable employment (as, e.g., railways and 
agriculture), this theory has been rejected ; and it 
would be impossible to maintain that these industries 
do not depend, as do the others, on dock and building 
work. It is true that the industrial ^stem is so 
intricate that no industry is entirely in control of 
its own imemplo5mient. It is affected by the pros- 
perity of other industries, and by the actions of the 
community generally, e.g. methods of taxation, 
foreign policy, etc. Since the actions of the com- 
munity partially determine the extent of unem- 
plo5mlent, it is right that the whole commimity 
should contribute towards the expense of maintaining 
those out of work. But by making stable industries 
support their weaker brethren one is putting on them 
a double burden — ^firstly, as members of one indus- 
try ; secondly, as citizens and tax-payers. They are 
thus penalized in favour of the more fortunate, who, 
although equally dependent on industry for all the 
material requisites of well-being, yet are not engaged 
in any of the insured trades. 

Whether insurance by industry will act as an 
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incentive to better internal organization is much 
more doubtful. Sir William Beveridge points out ^ 
that the same argument was used when Workmen’s 
Compensation was first introduced. But actually 
employers showed themselves averse to taking from 
their more ordinary business the thought and time 
necessary to initiate safety measures. They pre- 
ferred to pay‘^a comparatively heavy premium in 
order to ensure against the results of accidents to 
their workpeople ; and the prevention of accidents 
had to be achieved by more definite regulations as 
to the use of machinery, etc. The amount necessary 
to maintain the unemployed is not sufficient, com- 
pared with other costs and with profits, nor is busi- 
ness enterprise normally of such a high level as to 
result in a great decrease in the volume of unem- 
ployment. It is more probable that the old example 
would be followed, and the insurance companies 
open a new branch of business. The only industries 
likely to be improved are the chronically casual, 
whose maintenance bill would be so heavy a charge 
that schemes for decasualization which are now 
continually turned down by the employers would 
probably have more chance of a hearing. 

Yet there are a number of grave drawbacks to a 
scheme of insurance by industry. One speaks of the 
building industry, the textile, the engineering, etc., 
as if each of these was a well-defined whole with 
perfectly clear contours. Yet actually it would be 

> See “ A New Proposal for Unemployment Insnrance ” in 
the Manchester Guardian. Commercial. Thursday, February ist, 
I9»3. 
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extremely difficult to draw accurately the boundaries 
of any. Each shades off imperceptibly into others 
so that often a number of branches of trade are 
common to several industries, and it is not unusual 
to find one firm which by its different depmtments 
is connected with several of what appear, to the 
outsider, to be quite separate industries. Any 
definition of boundaries must have a somewhat 
arbitrary character and would lead to continual 
friction. Once again progress would be impeded 
by a morass of demarcation disputes, similar to 
those between occupational unions, from which only 
now the trade unions are struggling towards 
amalgamation. 

The existence of a number of separate, schemes 
each lev3dng different contributions and pa3dng 
different benefits is likely to have the very opposite 
effect from that intended. For, by making even 
more difficult than at present the movement of 
workers from trade to trade, the quantity of unem- 
plo3mient would almost certainly be increased. 
The dovetailing of seasonal trades would be con- 
siderably hampered, and both employers and work- 
people be confused by the necessity of fitting 
together a number of different schemes, each of 
which has been conceived individually. Workers 
would find themselves paying so much per week and 
bound by certain rules at one time, and pa}dng a 
quite different amount and bound by different rules 
at another. The effect would almost certainly be to 
prevent even that amount of transference from one 
occupation to another that at presort takes place. 
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Emptoymeat Exchange organization must neces- 
sarily go hand in hand udth that of insurance. 
Officials cannot judge if a man is genuinely unem- 
ployed unless they are able to offer him work for his 
acceptance or refusal. Insurance by industry 
would, therefore, demand reorganization of the 
present machinery for finding work, and the estab- 
lishment of industrial exchanges. It is likely that 
these would a^t with much greater efficiency than 
do the present ones, within the confines of one 
industry. . But again it must be remembered that 
industries are not divided into water-tight compart- 
mMits. And there would still exist therefore the 
problem of getting to know of suitable jobs vacant 
in other trades. A dual system of exchanges would 
thus become necessary — ^the industrial exchanges 
finding employment in and administering the insur- 
ance schemes of the separate industries, and 
(secondly) a number of central State bureaux acting 
partly as clearing houses and partly as the unit of 
insurance administration for those workers whose 
occupation fits into no one of the other industries. 
A single system already costs a great deal ; the up- 
keep of two would place a proportionately heavier 
burden on industry without permitting sufficient 
economies in other directions to make the scheme 
worth while. 

Sir William Beveridge, in the course of the article 
quoted above, puts forward a tentative suggestion 
to combine the advantages of both the industrial 
and national schemes without their drawbacks. 
He proposes that the benefit side remain the same 
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as now, but that the money necessary should be 
raised in a- new way. Instead of employer and 
worker buying weeldy stamps, the worker when 
dismissed would report at the exchange and there 
fill up a form stating the length of his last employ- 
ment. His employer then becomes liable to pay a 
proportionate number of weeks’ benefit. If the 
worker is immediately engaged by another, both 
employers become liable for the future and the 
exchanges would collect from them according to 
definite rules. The State also would contribute 
to the expense, but not the worker. It would be 
impracticable to collect from him, since while he was 
working there would be no means of computing how 
much to deduct in prospect of future unemploy- 
ment. The merits claimed for this scheme are : — 

(1) It makes tmnecessary the nuisance of unem- 
plo3rment books and stamps and is likely therefore 
to be cheaper to administer. 

(2) It discriminates in favour of the employer 
who offers stable employment, and acts as an incen- 
tive^ to employers to avoid dismissing those who 
have been longest in their employ and would there- 
fore find it difficult to get work elsewhere. 

(3) It does not hinder the mobility of the worker 
as would insurance by industry ; nor does it require 
definition of boundaries of industries. 

It is doubtful whether such a scheme would 
really act as an incentive to more permanent employ- 
ment. The control of such a matter lies very little 
with one individual employer, who can do little 
without the co-operation of oth^ in his trade, and 
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M the rest of the business world. The ignorance 
of what his financial obligations are likely to be (for 
he has no means of judging how long ^ workers 
when dismissed are likely to remain unemployed) 
would probably lead the employer to insure against 
this risk as he does against the risk of accidents. 
And no more thought would be given by him to the 
prevention of unemplo3rment than is now given to 
the prevention of accidents. The scheme would 
therefore be likely to be more, rather than less costly ; 
for besides the necessary insurance premium the 
employer would have to pay for the cost of adminis- 
tration and the high profits which the insurance 
companies would expect.^ Otherwise the plan has 
much in its favour. It exempts automatically both 
those industries and those employers who offer 
security. Both in this way, and by lev3Tng no con- 
tribution from the worker, it places the burden of 
unemployment on those who are mainly responsible 
for it, whilst the contributions of the State are a 
recognition of the responsibility of the community. 

Whatever the basis of an insurance scheme it is 
ess^tial that the benefit allowed to the worker 
should be sufficient adequately to maintain his 
standard of life. The present allowance is altogether 
insufficient for this purpose, so that the tmemployed 
workman is forced to pawn his goods or to seek 
relief from other quarters. It is generally argued 
in support of the ridiculously low benefit that a 

^ cp. Out of every ;{ioo paid by employers as premiums to 
insure against risk of accidents has b^n returned to workmen 
as compensation, while £$2 has been retained by the Companies 
for prdits and expenses. 

S.A.I.P. 
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larger amount would encourage the shirker. This 
contention savours too much of the old Poor Law 
with its principle of making rehef less desirable than 
the lowest paid independent work, but which coxild 
only compete in ineligibility at the expense of the 
degradation of the applicant. If conditions in in- 
dustry are so bad that a man elects to remain out of 
work, with all the accompanying drawbacks of that 
position, an excellent argument has' been found for 
raising those conditions, rather than for lowering out- 
of-work benefit and depressing wages still farther. 

For convenience the contents of this chapter are 
summarized. 

During the short period, not only is the total 
supply of labour a comparatively fixed quantity, 
but the numbers capable of being employed in any 
one occupation are not easily altered. The demand 
for labour, however, fluctuates according to business 
activity. 

There is a fairly regular cyclical rhythm of rising 
prosperity, boom, and depression, caused mainly by 
the.,maladjustment between investment and ex- 
penditure, and exaggerated by the action of the 
banks and by an atmosphere of enhanced confidence 
or of deeper gloom. The first step towards remedy- 
ing cychcal fluctuations is a better distribution of 
wealth, so that the mass of the population are enabled 
to consume their proper share. 

There are also seasonal fluctuations in trade, due 
to climatic and social conditions. The unemploy- 
ment which results may be decreased by a regular 
working day and by more dovetailing of trades. 
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Unemployment is greater than it need be owing 
to lack of mobility both geographically and func- 
tionally. Better organization of the labour market, 
better communication and above all more con- 
tinued, liberal education are required. 

The employment bureaux which try to bring 
workers and jobs into contact have not been success- 
ful owing to iqitrained staffing and to overwork. 

Some unemployment is inevitable because of the 
dynamic nature of industry and because many 
fluctuations in trade are not calculable, e.g. those 
due to conditions in other countries, or to war, or 
to climatic conditions. Some provision for those 
unemployed is therefore essential. Tliis is at 
present partly provided by a scheme of insurance 
to which workers, employers and the State all 
contribute. Whatever the basis of an insurance 
plan, it is important that the out-of-work pay 
should be adequate to maintain the standard of 
life of the worker without driving him to charity 
or Poor Relief. 



CHAPTER VI 
WOMEN IN INDUSTRY 


It has been said that in the days of Chivahy woman 
was regarded as a cross between an angel and a fool. 
Men sang the praises of her beauty, vowed she was 
the inspiration of every noble action, and accom- 
plished marvels of daring to win her smile. But 
her role was passive, and she was carefully excluded 
from all councils when " men’s work ” was toward. 
The romantic of all ages has always considered this 
the ideal position, and true to his nature has con- 
tinually gone to the past for proof of its eternal 
rightness. But in turning the pages of the histories 
his fancy has too often been held by the richly 
coloured pictures, by the pageantry and beauty of 
castle and bower ; and the more homely features of 
the common life in cot and farmstead have received 
scarcely more than a fleeting glance. Most men have 
this much of the romantic in them, that they tend 
to sentimentalize the relationship of men and women, 
and are thus tempted more easily to turn a blind 
eye to the realities of everyday life. Tlie traditional 
view of man as the protector and guardian of the 

168 
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woman, shielding her from life’s harshnesses, has 
hidden from sight the picture at least 'equally true 
of those thousands of toiling women from whom 
economic facts have nev» been so carefully guarded. 
The work of women during the war was hailed as 
something entirely new and unprecedented ; whereas 
actually the only novelty was the comparatively 
good conditions that prevailed during that period. 

Women were, indeed, actually the founders of 
most industries. From early days they have baked 
and brewed, woven cloth and made garments. 
And later when specialization of function relieved 
each household of the necessity for providing separ- 
ately for all its wants, they still continued their occu- 
pations and produced goods for sale. Although it 
is true that most of this industrial work was done 
in a subordinate capacity, as assistant to husband 
or father, women were often found also in such 
external industries as mining and rope-making. 
But it was not until the great changes of the Indus- 
trial Revolution that they came in very large 
numbers into the open labour market. 

The introduction of machinery and the economies 
of gathering workers under one roof broke up the 
old system of industry. The dispossession of the 
small landowners, due to the Enclosures, resulted 
in an influx of labour into the rapidly expanding 
towns at a time when the new machinery was to a 
large extent replacing the traditional skill of the 
craftsman. The fierce competition for jobs, which 
was the consequence, brought about a continual 
lowering of wages, so that it soon became impossible 
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for a man to support his wife and children out of 
his remuneration for a full week's work. Women 
had previously contributed to the family budget 
by agricultural work and by spinning in their own 
homes. The Enclosures robbed them of many of 
their opportunities for work in the fields ; and the 
application of water and steam power converted 
spinning into a factory industry. T^ius with men’s 
wages continually falling, and with two sources of 
livelihood drying up, women were forced to seek 
employment in the mills and factories. Yet despite 
the appalling conditions in which they worked — 
the long hours, the infinitesimal wages, and the 
break-up of home life — the position of women was 
in some respects a decided advance on the one they 
had previously occupied. 

In the earlier period the family was the industrial 
unit. Women and children worked under the super- 
vision of the head of the household, who either sold 
his products in the neighbouring market or received 
pa3nnent from the capitalist who had provided the 
raw material. In either case it was not necessary 
to put a value on the work done by each individual, 
and the women and children received no separate 
payment. But in the factories women worked as 
individuals and therefore received wages in the same 
way (although not at the same rate) as the male 
workers. In addition, the gathering together of 
many workers in a small area made more glaring the 
dreadful conditions of their work, and both stimu- 
lated and facilitated improvement. Through the 
whole of the nineteenth century, even in the most 
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aggressivdy laissez-faire periods, we find innumer- 
able Acts, which gradually build up a* structure of 
protection over women and child workers. Had 
women remained in industry in their own homes, 
conditions and hours of work would probably have 
often been as bad, but being less conspicuous would 
have been more difi&cult to regulate or supervise. 
And bad as factory work undoubtedly was, it yet 
represented some improvement on the conditions of 
domestic service of that time, and offered alternative 
avenues of employment. 

On the whole, there has been, from the beginning 
of the present century especially, a very rapid in- 
crease in the number of occupations open to women. 
Before the war, the majority were employed in those 
industries with which they have always been 
traditionally associated— domestic service, textiles, 
dressmaking, preparation of food and drink, etc. 
About one-third of the total number employed were 
engaged in the group of domestic industries, about 
one-third in the textile and clothing group, whilst 
the remaining third were to be found in other mis- 
cellaneous occupations. But the numbers employed 
in this third group are fast gaining ground over the 
first, whilst the second remains more or less stationary. 
As machinery becomes more automatic, an increasing 
number of women find employment in metal trades, 
in printing and paper-making, etc. And even though 
the vast majority are still engaged in the traditional 
occupations, these are no longer carried on in the 
customary way. One of the great characteristics 
of the last half-century has been the removal of the 
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old-time industries into the factoiy. The weaving 
of cloth, the making of clothes, beer brewing, laundry 
work, and to an increasing extent the preparing of 
food, have become factory industries, carried on by 
complicated machinery. Even domestic service is 
losing its character, an ever-growing number of 
women preferring to work in hotels and dubs, or to 
hire their services by the day and, live at home. 
The following table shows the dstribution of women 
in the various industries before the ww (1911 
Census) : — 


Domestic offices or service . . 1,734,040 

Dress 755.964 

Textile Fabrics .... 746,154 

Food, Drink, Tobacco . . . 474,683 

Metals, Machines, etc. . . . 124,713 

Paper, Printing, etc. . . . 121,309 

Brick, Cement, Pottery, Glass . 39,124 

Chemicals, Oil, Soap, Grease, etc. . 36,870 

Skins, Leather, Hair and Feathers 30,208 

Wood, Furniture, Decorations . 30,184 

Other Employment . . . 737,485 

Total . . 4.830,734 


The vast majority of women workers are young, 
the normal thing being for women to leave paid work 
when they marry. Of these (nearly) 5,000,000 
workers, 71 per cent, were under thirty-five years of 
age, and of the total 77.4 per cent, were unmarried 
and 8.5 per cent, were widowed, leaving only 14.1 per 
cent, of married workers. These figures indicate that 
there is little likelihood of women giving up home life 
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for industrial, to any marked degree. The attractions 
of home life, the instincts to mate aild to care for 
children, are evidently strong enough to lure most 
women away from industrial life, despite its compar- 
ative freedom and despite the difficulties of creating 
a home with bad housing, no conveniences and a 
small and uncertain income. The evidence given 
before the Waf Cabinet Committee on Women in 
Industry ^ shows that, for the most part, the married 
women who work for wages are those who are forced 
to do so. They are mainly the wives of those who, 
through physical, mental or moral incapacity, are 
unable to support their families. Others are women 
who have been deserted, or are wives of men in very 
low-paid trades ; or of men whose earnings are so 
irregular that the woman must be prepared to step 
in at any moment, and to be ready for any such 
emergency, she must be in permanent employment. 
Sometimes the standard of life of the neighbourhood 
is high, as, e.g., in Lancashire, and the woman works 
to supplement her husband's earnings because her 
pride cannot suffer a less comfortable home than 
those of her friends. And there are some women, 
having been in employment before marriage, who 
find domestic work monotonous, and who return to 
the factory for interest or, perhaps, to gain more 
economic independence of their husbands. But, 
normally, women look forward to retiring from 
industry on marriage. This fact it is which com- 
plicates so many of the problems connected with 
their employment. 

* Cmd. 135. 1919. 
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The line of demarcation between men's and 
women’s employment is drawn partly by State regula- 
tion, partly by Trade Union action, partly by custom, 
and largely by the nature of the trade and the skill 
required in it. Ever since 1844 women have been 
prohibited from working underground and from 
moving railway wagons. Many processes, particu- 
larly those concerned with the usejof white lead, 
have since been added to the prohibited list. 
Women also may not be employed during the night, 
and all employment which necessitates night shifts 
is therefore closed to them. The attitude of the 
trade unions has been, in part, dictated by what 
men consider it decent and proper for women to do, 
in part by a fear that the competition of women will 
lower the general wage level. Where total exclu- 
sion has been found impossible the unions have 
attempted to confine women to particular processes ; 
and here customary restrictions have often supported 
the trade unions in their attitude. Public opinion 
has sometimes considered certain classes of work 
unsuitable for women, although at the same time 
countenancing employment of a much heavier and 
more objectionable kind. For example, those who 
deprecated women’s work in factories even under 
protective legislation saw nothing injurious nor 
incongruous in heavy incessant domestic service, 
such as the carrying of heavy loads up flights of 
steep stairs, even during pregnancy. 

The boundary of spheres of employment is coming, 
however, to depend more and more on the nature of 
the work. In general labouring work men are 
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usually employed on the heavier outdoor tasks; 
women on the lighter indoor ones, 'because the 
greater physical strength of the man makes his labour 
more economical for this class of work. As more 
occupations are opened to women there is a strong 
tendency for them to leave such jobs entirely to men, 
and in well-organized factories men are employed 
specially to do^he heavy lifting and canying for the 
women workers. This is not always so, however. 
In badly organized trades and factories women and 
girls are often engaged carrying heavy loads from 
one department to another, etc,, because through 
lack of organization or of protection their wages are 
so low that it pays to use them as beasts of burden. 
But labouring work as a whole is diminishing rapidly. 
As the level of wages rises there is more inducement 
to put in machinery to do the heavy work, so that 
fewer men even are required now than in the past. 
This development is likely to proceed, thus altering 
the proportion between male and female laboiu*. 
For as the labour used in connection with the 
machines often does not require great physical 
strength, men lose the advantage that this gives 
them. Driving a trolly or acting as lift attendant 
constitute work that is generally quite suited to a 
woman’s power and endurance. 

Craft work, i.e. work of an individual nature, 
which requires a long apprenticeship and a capacity 
to adapt trained skill to difficult jobs, does not offer 
many openings to women. This is not because of 
physical weakness, but is due to the fact that most 
women look forward to marriage. Employers are 
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unwilling to waste long years of training on girls 
who are likely to leave just as they become useful ; 
and girls themselves, and more especially their 
parents, see little sense in devoting years to learning 
a trade, at low pay, when the skill thus painfully 
acquired will be of little use in the future. A 
skilled woodworker or a high-class mechanic requires 
an apprenticeship of from five to sqyen years. It 
is natural that a girl who leaves school at fourteen 
and expects to be married by the time she is twenty- 
five should be unwilling to give so much time on the 
chance that either she may not find a husband able 
to support her, or that she may require to return to 
industrial life when married. It is significant that 
in one of the few skilled trades in which women are 
found in great nmnbers, i.e. the weaving and ring- 
spinning sections of the cotton industry, it is usual for 
women to continue in emplo5mient even after mar- 
riage. Again, women are willing to undertake a 
period of training in dressmaking, laundry or domes- 
tic work, for all these are activities which will be use- 
ful in the home and which can be turned to good 
account should the necessity for eaming arise. But 
craftwork is also diminishing rapidly, few trades 
now insisting on a long apprenticeship. The modem 
tendency is to subdivide one skilled job into a 
number of semi-skilled or automatic repetition ones, 
and to keep only a nucleus of highly skilled men to 
act as supervisors and foremen. 

In routine work of this sort, the line of demarca- 
tion between men and women is much more difficult 
to draw. In some cases the division is natural, 
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men doing the heavy and women the light work. 
Fot instance, in the metal trades women are em- 
ployed in feeding and minding machines, making 
pins, hooks, eyes, buttons, etc., whilst men do the 
tool-making and the setting of machines and presses. 
Or in the nail trades, women use light machines for 
turning and screwing bolts, whilst men forge the bolts 
and set the n^achines. Almost universally women 
are employed in packing goods into small parcels as, 
e.g., cigarettes, toilet soaps, etc., their more sensitive 
fing^ making them peculiarly suitable for such 
tasks. It is extremely rare to find the two sexes 
in direct competition with one another. In the 
spinning section of the cotton industry, where both 
men and women are engaged, the men are employed 
on the mules, a heavy and complicated machine, 
women being engaged on the lighter ring-spinning. 
Of the fifty operations in general earthenware manu- 
facture, about twenty are exclusively women’s pro- 
cesses. Most stages of jam-making and fruit-pre- 
serving are carried out by women, men doing such 
heavier work as jam-boiling. But although there is 
no direct competition, the tendency has been for 
women gradually but continuously to displace men 
in these routine trades. Perhaps a new machine is 
introduced, and women engaged to work it ; and as 
they receive less than the men, the new machine 
gradually ousts the old. In other cases women 
have been employed in unorganized districts where 
the men are not sufficiently powerful to oppose 
them, and here trade inclines to move from the max’s 
to the women’s area. In the cotton industry, where 
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men and women are paid the same rates, the propor- 
tions of the sexes have remained practically station- 
ary ; but in tobacco, china, tailoring, printing, metal 
trades and oth^, where women receive much less, 
the proportion of women to men has steadily in- 
creased. Routine or process work is already, 
perhaps, the largest type of industry and is certainly 
likely to grow at the expense of CTaft work. It 
seems probable, therefore, that this will offer an even 
wider sphere of employment for women. 

In one class of occupations there is, to a certain 
extent, direct competition between men and women. 
Clerks and shop-assistants have never been well 
organized, and the men have not therefore been able 
to establish a monopoly of their work. So that 
what was comparatively easy in the groups previ- 
ously mentioned — ^the prevention of women from 
being employed in identical jobs with men — ^has here 
been impossible. Especially for the lower grades of 
this work, the training required is little more than the 
education both boys and girls equally receive in 
elementary schools. Particularly in the large estab- 
lishments the work can be so routinized as to call 
for very little special skill. Physical strength here 
counts for little, and as women are willing to accept 
lower payment than men, the proportion of women 
to men has increased by leaps and boimds. Whereas 
in i88i there were twenty-nine male clerks employed 
for each female one, in 1911 there were only 3.1. 

In these trades, however, women are confined 
almost entirely to the lower grades. Partly from 
custom, partly because women are said to shirk 
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responsibility, partly because the employer is im- 
willing to give good work to a woman who may 
leave him on marriage, the higher posts are mostly, 
though not invariably, given to men. For example, 
in business women are mostly engaged in the routine 
work of correspondence, book-keeping, coupon-filing, 
etc., whilst in the counting houses practically all 
employees are men. And although women are 
found in large* numbers as shop assistants, there is 
generally a male window dresser and in multiple 
shops a male branch manager. 

It will thus be seen that wherever special skill or 
great strength and endurance are required men 
have the advantage. But both these groups are 
decreasing owing to the introduction of automatic 
and semi-automatic machinery. Of this more 
routine t3q)e of work, wherever men are well-organ- 
ized they are able to prevent women from being 
employed on identical jobs; but the tendency is 
always for women to be introduced as cheap labour 
on a new kind of machine or in an unorganized area, 
and for the trade to go to these. There is, therefore, 
on the whole, little direct competition between men 
and women, but much between men’s and women’s 
processes. But in very many instances the work is 
divided, women being employed on the lighto* 
processes or those which require deft fingering, 
men on the heavier processes and on machine 
setting. 

During the war, owing to the scarcity of labour, 
women were employed in many trades and on many 
processes that had formerly been closed to them. 
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From July, I9i4» to July, 1918, the total number 
of occupied women rose from just under six millions 
to nearly seven and a half millions. The greatest in* 
crease is shown in the transport, metal and chemical 
trades, and in Government establishments. Some- 
times women actually replaced men and performed 
identical work, e.g. as ticket collectors, as gate- 
keepers, as bus conductors, etc. But for the most 
part they were introduced to do worfc formerly done 
by skilled men who had served a long apprenticeship, 
and as the new workers could not be allowed a train- 
ing of more than a few months at most, it was neces- 
sary to divide up skilled jobs into several semi-skilled 
processes. Very often women were trained to do 
one specific skilled job, whereas the qualified male 
worker is able to apply his skill to a large number 
of separate tasks. Or women were engaged on the 
repetition part of the work, men being retained to 
set machines, to make gauges and do all the skilled 
task work which is necessary if repetition work is 
to be done cheaply and quickly. 

The greata: part of this women’s work was avow- 
edly temporary. Trade unions which before had 
had strong views on the employment of women 
gave up their restrictions for the duration of the war 
on a pledge from the Government that Trade 
Union practices should be restored when hostilities 
ceased. It is therefore difficult to judge with any 
certainty what lasting effects that employment is 
likely to have. Many women came into industry 
for the first time, for patriotic reasons, or for excite- 
ment, or because of loneliness during the abs^ce of 
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thdr htisbands. Of women ^ployed in other than 
their own normal occupations, over one-third were 
drawn from paid or unpaid household work, and 
more than one-quarter were actually domestic ser- 
vants. Almost immediately after the Armistice 
these women began to be discharged to make way 
for the men being demobilized. And by the end of 
1919 three-quarters of a million had returned home 
or gone back to^heir old trades. During the depres- 
sion many more women have been dismissed, and 
there are no means of knowing how many of these 
will be re-engaged when trade revives. But the 
experience of the war has given valuable evidence 
as to the suitability of women for certain work, 
and more particularly as to their relative merits 
when compared with men. 

II 

An investigation of the wages of women workers 
gives two very striking conclusions — ^first, that 
women’s wages are, as a whole, very much below the 
general level, and second, that women are almost 
invariably paid at a lower rate than men performing 
similar work. Many reasons are given in explana- 
tion. The fact that a male worker is generally the 
breadwinner for a family, whilst the majority of 
female workers are unmarried, has led to the belief 
that the inequality in their wages corresponds to a 
difference in their needs. But this belief has little 
relation to the facts. Although the standard of life 
of a worker undoubtedly plays some part in the 
determination of his wage (since he will stand out 
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as long as he can for an income suffident to maintain 
his customary standard of life), yet the needs of the 
worker are not the main determinant. Wages in 
any competitive S3rstem are finally settled by the 
productivity of the worker, i.e. by the value of his 
work to the enterprise of which he forms a part. A 
bachelor receives the same wage as another doing 
similar work, although the latter may be the sole 
support of a>wife and ten children. And those who 
justify women’s lower payment on the "needs” 
basis do not give more to those of their women 
employees who are known to have others to support. 
The idea itself that women work only to keep them- 
selves is also not founded on fact. There are many 
women workers on whom are dependent a widowed 
mother or an invalid sister. A deserted wife or the 
wife of an invalid has her own small children to keep, 
and particularly now, it falls to the lot of many 
women to help support their younger brotha-s and 
sisters. 

A more rational justification of the lower wages 
of women is in the general statement that " they do 
not produce as much.” Even if pa3mient is made 
according to results women must be paid at a lower 
rate, because more women than men are required to 
produce a given output, and therefore more machin- 
ery, space, power, light, heat, etc., are required. It 
is true that in those industries for which the quali- 
fications are strength and endurance, women are 
certainly unable to produce as much as men in a 
given time. But the experience of the war shows 
that it is impossible to make any safe generalization 
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in this respect. Many onployers in their evidence 
before the War Cabinet Conunittee stated that on 
work of a routine nature women often produce actu* 
ally more than men, because they are better able to 
endure the monotony ! But the expectation on 
the part of most girls that their industrial career will 
be short leads to lessened interest in the details of 
their work. T^ey are usually not as anxious to 
learn as are boys, do not prove as adaptable, and 
are unwilling to undertake posts of responsibility. 
There are, of course, innumerable temperamental 
differences, but on the whole women, whilst more 
efficient in routine work, have less initiative and less 
endurance than men. They may be quite equal to 
regular work of even a difficult nature, but are not 
as competent to stand strain or to work " at a rush.” 
It must be remembered that this experience was 
gained diuing the war when nerves were strained to 
the utmost, when life was lived at high tension, when 
industrial methods were in flux, and when women 
were comparatively new to the more responsible 
work. And it is, therefore, difficult to know how 
much weight to give it. But it is still probably 
true that women, in many processes, are not able to 
produce as much as men. 

Their relative disadvantages are increased by social 
custom and physiological handicaps. Girls do not 
generally receive as much food and leisiure as boys, 
because it is thought that they require less. Most 
women, whether married or not, are expected to 
perform household duties in addition to their work 
in the factory, and this, added to the periodic sick- 
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ne» to which women are liable, results in a greater 
amount of bad time-keeping and absenteeism. Even 
although the absentee is not paid, the employer 
suffers a net loss owing to the machinery remaining 
idle, or to the necessity of maintaming a larger staff 
so that somebody may be ready to step into the 
breach. 

It is sometimes said that women jyre more expen- 
sive to employ for reasons other than their relative 
inefficiency. Factory Acts apply almost entirely 
only to women, and there is a growing body of 
opinion which insists on a calain amount of " wel- 
fare work” among womoi employees. But it is 
coming gradually to be understood that “ welfare 
work ’’ and regulation of conditions are not so much 
an expense as a sound investment ; and good 
employers do not confine these amenities to their 
womoi workers. Moreover, the cost of welfare work 
per head of women employed by a firm is generally 
negligible, and if subscribed for by the workers 
themselves woixld require a very much smaller con- 
tribhtion from the wages of each than is now com- 
pulsorily deducted by making their pay lower than 
that of men. 

It must be admitted that, giving due weight to 
all the disadvantages of employing women, their 
inferior capacities, their instability and the short 
term of their industrial life, the difference in the 
pa}mient of the two sexes requires further explana- 
tion. Nor do these facts hdp to show why it is 
that even in those industries which are specifically 
women's, where there is not even indirect competi- 
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tion between men and women, the latter still receive 
such abnormally low wages. It is unusual to find 
the wages in a man's trade so low as to be insufficient 
to suppcHi a single man with no dependents ; yet in 
women’s trades it is rare to find a wage that is 
raiough to keep the one worker in decency or frugal 
comfort. On the basis of prices before the war ^ it 
was.calculatec^ that 15s. a week is the minimum for 
a women dependent on herself. This presupposes 
that the woman both knows the best way to lay 
out her money and has opportunities for doing so. 
Yet actually the woman worker has no chance of 
acquiring such knowledge and little leisure to apply 
it if she had. The following table shows how far 
below this most women's payment fell : — 


Industry. 

Average Wage for 
Full Working Week. 

Cotton .... 

s. d. 

. 18 8 

Wool .... 

. 13 10 

Linen .... 

. . 10 9 

Clothing .... 

. 13 6 

Umbrella, etc. . 

• 15 7 

Brush and Broom 

10 6 

Paper, Printing 

. 12 2 

Food, Drink, Tobacco 

. 11 5 

Pottery, Brick, Glass, etc. . 

. II 10 


It should be noted that these wages are for a full 
week’s work and make no allowance for short time, 

^ Figures of to-day (1923) are not very valuable because (x) 
a large number are out of work, and the wages of the others are 
undtdy depressed ; (2) prices and wages are subject to such very 
quick fluctuations (owing to the deflation of the currency and 
ue international situation) that it is almost impossible to fix 
on a standard that will have any meaning for more than a few 
months. 



i86 


WOMEN IN INDUSTRY 


unemploym^t, sickness, and holidays; yet it is 
precisely the^ trades which are subject to great 
seasonal flutuations. Secondly, the figures given 
represent averages, and it may safely be said that 
in every case 40 per cent, or 50 per cent, of the 
workers would be earning considerably below these 
amounts. 

The reasons for these appallingly l<jw wages aye to 
be found in three circumstances-r-in the traditional 
view of women's small requirements, in the lower 
demand for their services, and in lack of organiza- 
tion. 

When women first entered the factories they were 
often earning as individuals for the first time. As 
assistants to husbands or fathers it had not been 
necessary to set a money value on their work, and 
as the greatest outside occupation was domestic 
service, where wages, alwa}^ low, were paid mainly 
in kind, there was no recognized wage level for which 
they could make a stand. Their work had alwa}rs 
been undervalued and it was so still. Factory 
masters knew that the needs of the family would 
force women to work whatever the pay, and treated 
them accordingly. The tradition of low wages has 
dogged them ever since. 

Unfortunately, there have always been more than 
sufficient women willing to give their services despite 
the small reward. The usual skilled trades employing 
women, clothing, laundry, food, etc., require qualifi- 
cations which the majority of women possess in 
some degree and most could therefore turn their 
hands to them with little extra training. The other 



WOMEN IN INDUSTRY 187 

skilled trades are closed to them because of the need 
for a long apprenticeship ; and to many industries 
in which their lack of skill would not be a hindrance 
social convention closes the door. (Railway clerical 
work is an obvious example of the latter.) How 
strong is the social belief that only certain occupa- 
tions should be open to women is seen in the aim of 
practically all orphanages and similar institutions to 
train girls for domestic service, no less than in the 
cry that is alwa}^ raised dining times of unemploy- 
ment that women who are out of work should be 
forced to enter this occupation. Consequently, 
there are always a very large number of women 
competing frenziedly for entrance to very few 
industries, with the inevitable result that their wages 
remain low. If it were true that this group of trades 
represents the only one suitable to women it would 
be impossible to alter such a state of affairs. But 
actually, as has been shown, the sphere of industry 
in which men have an advantage through their 
superior skill, strength or endurance, is rapidly 
narrowing, and an increasing number of jobs are 
becoming equally suitable to women as to men. It 
should not be difficult by scientific investigation to 
discover the trades or processes of trades which are 
harmful to the woman worker, and by legislation 
either to close them entirely to her or strictly to 
regulate them. The opening of all other industries 
would draw off the intense competition from the 
specifically women's trades, and by thus increasing 
the demand for their services make it possible for 
wages to be increased. 
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More than any other one factor, however, it is 
the lack of organization which has prevented women 
from increasing their wages. Here, therefore, the 
remedy must be sought. It is not difficult to explain 
this deficiency. The “ meantime ” nature of women's 
industrial life, its characteristic as a transitional 
period between school and married life, lessens the 
interest of the workers in the conditions of ^their 
work. They are not willing to brave the difficulties 
that beset the feet of the pioneers of Trade Union 
organization. The hostility of the employers, used 
to “ cheap and docile ” female labour, expresses 
itself in the instant dismissal of any girl known to 
be stirring up her colleagues to protect themselves, 
and the fear of being the next victim smothers 
enthusiasm for organization on the part of the 
majority. Men’s organizations, too, must be blamed 
for their opposition. Fearing women's competition 
they unwisely refused them admittance to their 
unions, and hoped in this way to exclude them from 
the trade. Instead, women were introduced as 
cheap labour ; and later, when they had jobs to 
lose, it was much more difficult to organize them. 
In the cotton trade, where women have been 
employed as long as men, and have fought by their 
side for the right to combine, this difficulty is not 
experienced. The women of the cotton unions 
accounted in 1914 for 60 per cent, of the total female 
membership of trade societies. 

The long hours of work, again, followed almost 
invariably by domestic duties, leave little leisure for 
meetings, while the low wages make even the smallest 
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weekly contribution to union funds a considerable 
sacrifice. Owing to the isolated nature of their 
work in the home, women have not yet had sufiicient 
opportunity of cultivating the team spirit, and suffer 
from a lack of public feeling largely fostered by their 
well-to-do sisters ; who, speaking from their own 
narrow, dull, parasitic lives, have taught them that 
it is, not gent^ to discuss wages and unlady-like 
to organize. The natural sh3mess of women has 
made them accept this teaching, and even where 
women are fairly well organized, as in Lancashire, 
it is unusual for them to take an active part in the 
administration of the affairs of the society, or to 
screw up their courage sufficiently to discuss common 
matters with the men at branch meetings. 

Slowly but steadily the position is changing, and 
the female membership is gradually creeping up — 
in 1876 there were only 10,600 women unionists, 
in 1914 this had risen to 357,956, and in 1918 to 
1,086,000. 

It is as yet too soon to be certain what permanent 
effects on wages and organization the war is likely 
to have. Where women were engaged directly to 
replace men, in the engineering trades, a pledge was 
given by the Government that the women should 
receive exactly the same wage as those they had 
replaced. This pledge was never kept. In some 
cases women were given the same basic rates, but 
a much lower “ cost of living " bonus ; in others, it 
was claimed that the women were not doing identical 
work and that therefore the pledge did not apply. 
In one occupation only did women get exactly the 
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same wage as the men. The male bus conductors 
took the precaution of enrolling all the women in 
their own union as soon as they were engaged ; and 
the union standard rate had thus to be paid to them 
as to the men. Yet on the whole the greatly 
increased competition for women’s labour exerted 
an upward pull on wages, and women at the end of 
the war were in a considerably bett^ position than 
they had been before. The average wage in 1919 
was 35s. a week (cost of living then being 115 per 
cent, above 1914), but the wages in the women’s 
trades did not go up as quickly or to the same 
extent as the others, and in some, real wages actually 
fell. The better wages, the pressure of the men’s 
unions in the later stages, and the new outlook 
gained by introduction into men’s industries, all 
conduced to an immense increase in organization ; 
yet even in 1918 only 20 per cent, of all occupied 
women were to be found in trade unions. 

The depression of the last few years has once again 
forced women out of the trades newly opened to 
them ; wages are fast sinking to the old level. 
Naturally enough their union membership is also 
decreasing, and it is impossible to judge to what 
extent it will revive. It is likely, however, that the 
experience they gained during the war will stand 
them in good stead. During the war it was not 
considered improper even for shop assistants and 
clerks to organize and to discuss wages (incomes 
were, in fact, in all classes a topic of burning inter- 
est). Many began to realize for the first time the 
advantage of combination and the worth of corporate 
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loyalty, whilst the franchise gave them a new sense 
of their dignity as citizens. It is unreasonable to 
expect that they will forget these lessons entirely 
on their return to their old trades, 

ni 

In no branch of industry has the lack of organiza- 
tion ^had such disastrous effects as amongst the 
Homeworkers. The big industries loom so large in 
the public eye that it is not generally realized what 
a large number of workers carry on industrial work 
in their own homes. Sir Sydney Chapman estimated 
in 1914 that there were at least half a million such 
workers, the great majority of whom are women. 
Tailoring and dressmal^g, chain-making, box-mak- 
ing, lace, broom and brushmaking are all industries 
which, because they do not necessitate heavy power 
machinery, can be fairly easily carried on by isolated 
workers. And there is a large class of women 
anxious for some such work. Many dislike factory 
life ; they shun the noise and publicity, or are 
prevented from undertaking it by some physical or 
mental disability. Others have children or an 
invalid to care for, and although forced to give very 
many hours to remunerative work, cannot alwa}^ 
give exactly the same hours. Others again, deserted 
by their husbands, or wives of casual labourers, are 
called upon suddenly to supplement the family 
income and take the &st work that offers. Many of 
the trades emplo}dng outworkers are highly seasonal. 
Here it pays the employer to have a small factory 
which can be fully used all the year, and to give out 
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the rest of his work to be done in the home as the 
rush period ‘begins. This results in imder-employ- 
ment for part of the year and excessive and unremit- 
ting toil for the remainder. Yet even in the busiest 
periods, owing to the isolated and unprotected 
conditions of these workers, the wage received, 
before regulation, was exceedingly low. In some 
instances earnings were as low as 2^9., but generally 
varied from 8 s. to los. for a full week's work. 

All the difficulties of organizing women workers 
are intensified where homeworkers are concerned. 
Knowing nothing of the value of their work, and 
seldom meeting others engaged by the same employer, 
they are forced to bargain individually for their 
wages. And the more imperative it is for them to 
get work, the greater the disadvantage under which 
they labour. 'There have been instances of women 
living as neighbours, working for the same employer 
on identical work, yet receiving entirely different 
wages. The fear of dismissal is even greater amongst 
these workers than amongst other women. There 
are so many waiting for emplo3Tnent that no one 
will take the step of attempting to organize, or of 
daring to carry their complaints to those more 
fortunately placed and willing to help. 

The exposure of this state of affairs given in the 
evidence to the G)mmittee on Homework in 1907 
aroused the public conscience and discussion at once 
began on how best to remedy it. To forbid home- 
work altogether would involve intolerable hardship 
on those unable to work in the factory. A system 
of licensing was suggested ; but this again has faults. 
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For if a woman wants work quickly, the delay 
connected with the formalities of obtaining a licence 
would result in much unhappiness. And it was, at 
last, realized that the only sound policy was State 
regulation of the wage itself. 

In 1919 the Trade Boards Act was passed. It 
set up for each of four " sweated ” trades ^ a 
Wages Board composed of equal numbers of 
employers’ ancf workers’ representatives, together 
with three or five impartial members, with the duty 
of investigating these trades and establishing a legal 
minimum wage. This legal minimum became obliga- 
tory for all workers, whether in the factory or the 
home, and penalties were attached to nonpayment. 

Grave doubts were entertained as to the wisdom 
of this Act. It was felt that any tampering with 
wages must necessarily limit the trade, and that loss 
of foreign markets and unemplojnnent would be the 
results. The success of the Trade Boards show 
that this doubt was unjustified. The better wages 
have reacted on the efficiency of the worker so that 
her work has gained in value. Employers are more 
careful to see that the work is well organized. As 
they have to pay for time spent on the premises 
waiting for raw material, they arrange that materials 
are ready as soon as the workers come for them. 
Above all a stimulus to organization has been given, 
and growing trade tmions have been formed in 
these industries. In tailoring and chain-making 

^ (a) Ready-made and wholesale bespoke tailoring. {b\ 
Box-making, (c) Machine-made lace and 'net-finishing, (a) 
Chain-making. 
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especially, the influx of women members into the 
unions is remarkable. The average weekly rise in 
earnings in the first three years after the passing 
of the Act is estimated as follows : — 

s. d. s. d. 

Chain-making . . 5 o to ii 3^ 

Lace-making . . . 7 0 or 

8 (0 to II lie 

Box-making . . . 8 5 „ 13 0 

Tailoring . . . . 8 o „ 14 0 

In 1913 four more trades were added. 

Five years later was begun a new policy. The 
Committee on Relations between Employers and 
Employed which sat in 1916 under the chairmanship 
of Mr. Whitley recommended the. establishment of 
Joint Councils for well-organized industries. But 
it recognized that many industries were not suffi- 
ciently organized to allow workers any share in 
negotiating conditions affecting them ; and it 
suggested that, in these. Trade Boards should be set 
up. Its avowed intention was that the Boards 
should so alter conditions that organization would 
be stimulated, until gradually all industries became 
suitable for representation on Whitley Council lines. 
The issue of the Whitley Report was followed by 
the Trade Boards Act, 1918, which empowered the 
Minister of Labour to set op a Trade Board in any 
industry if he was '* of opinion that no adequate 
machinery exists for the effective regulation of wages 
throughout the trade." Legal minimum wages 
were to be established, that is, not only in sweated 
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industries, but in any in which lack of organization 
on the part of the workers made it impossible for 
them to bargain collectively for themselves. 

The passing of the Act was naturally followed by 
a large increase in the number of Trade Boards. 
By 31st December, 1921, there were in existence 
sixty-three Boards governing the wages of about 
3,00(^000 workers, of whom 70 per cent, are 
women. * 

During the war and the succeeding boom, prices 
and profits were going up so rapidly that the upward 
pull on wages exerted by the Boards occasioned 
little dissatisfaction amongst manufacturers. But 
in 1920 began the depression. Rates were reduced 
too quickly for the workers, not quickly nor drastic- 
ally enough for the employers. Evasions became 
frequent, and appeals were made by some manu- 
facturers for a revision of the Acts. Accordingly 
the Government appointed a Committee under Lord 
Cave to inquire into the working of the Act ; and 
a report was issued in 1922.^ 

From the evidence of the witnesses certain 
criticisms of the Trade Boards emerged. It was 
stated that the high rates fixed by the Boards 
caused loss and dislocation of trade, with consequent 
closing down of workshops and unemployment ; 
and that they increased the competition of home 
traders not emplo3dng labour ; and have given 
favourable opportunities to the foreign producer. 
Complaints were also made as to the overlapping of 
different Boards and the length of time required to 
> Cmd. 1645. 1922. 
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modify wage rates, which, following always some 
mont^ behind, cause hardship and loss.^ 

On the other side it was pointed out by many 
employers’ and workers’ organizations, that unem- 
ployment was general owing to the depression, and 
could not be ascribed to the fixing of legal rates. 
It was urged further, by members of clothing and 
laundry trades, that their loss was due not to high 
wages but to the tendency of the Sarge wholesale 
firms to absorb the demand. 'Many people who 
previously bought clothes "to measure’’ now 
purchased them ready made. And even before the 
laundry trade came under the Act, it was pointed 
out there had been a strong tendency towards the 
installation of heavy machinery to replace hand 
work. Further, most of the regulated trades are 
seasonal, and heavy discharges of workpeople at 
certain periods of the year are normal features of 
the trade. Actually, as Professor Hemy Clay 
pointed out in The Times of September 26th, 1921, 
whereas the average unemployment of all industries 
was 13.15 per cent., that of trades covered by the 
Trade Boards varied from 5.7 per cent, to 10.2 per 
cent., i.e. well below the average. As regards the 
complaint of aggravated competition by traders not 
emplo3dng labour, or by foreign producers, this must 
take place quite independently of Trade Boards, if 
there is any system of wage regulation at all. 
Moreover, it should be noted that the Boards do not 

1 It is perhaps worthy of note that no complaint came during 
the boom when wages rose after prices, but the grievance is stated 
only because of delay in lowering wages. 
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attempt to fix a wage which provides for a minimiun 
of decent subsistence, but fix one always with refer- 
ence to what the trade can bear ; and they are thus 
forced to take into account all outside competition, 
whether from home or foreign traders. 

Strangely enough, after a volume of evidence in 
favour of the Trade Boards, the Cave Committee 
s umm ed up with an adverse recommendation. They 
sugg^ted a reVersal to the principle of 1909, i.e. 
that Boards should be established only in “ sweated ” 
industries and not, as in the 1918 Act, wherever 
there is no organization of workers enabling them 
to negotiate wages for themselves. As yet the 
recommendation of this Committee has not been 
embodied in an Act,^ and it is much to be hoped 
that it never will be. It is necessary to protect 
not only the worker whose ignorance or need 
induces him to accept very low wages, but also the 
good employer in any trade where organization is 
not strong enough to do so. Many employers 
stated their willingness and ability to pay reasonable 
wages, but showed that this was impossible as long 
as others in the trade were at liberty to cut wages 
and undersell them in the markets. In a strongly 
organized industry the trade union, by insisting 
upon standard and uniform rates, prevents this 
unfair competition ; and thus, in protecting its own 
members, incidentally protects the good employer. 
Where there is no organization, the only alternative 

> An indication, however, of the intention of the Government 
to bring in such an Act is shown in the King's speech at the 
opening of Parliament, February 13th, 1923. 

S.A.I.F. 


0 
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is the fixing of a minimum rate enforceable by law. 

The Trade Boards have also had good results in 
bringing about better relations in the industries 
concerned. Professor Hobhouse, who has acted as 
chairman of many Boards, states that in innumerable 
instances it is unnecessary for the impartial members 
to use their votes, because the two sides come to an 
amicable agreement. And having discussed ^^ages 
in this spirit, they do not find it difBicult to turn 
their joint attention to other matters. The Trade 
Boards by giving employers and workpeople a 
chance of meeting in conference, by stimulating 
organization on both sides, by giving hope and a 
better life to thousands of oppressed workers, are 
creating that spirit of tolerance and independence 
which will, in the future, make their legal character 
uimecessary. This point of view is excellently 
stated by the War Cabinet Committee : — 

“ ... We look forward to a time when women will 
be able to establish and maintain their own Standard 
Rates in their own occupations, just as men have done, 
by coUective bargaining. But all the facts revealed 
in the present inquiy show that women are still very 
far from having attained a position which would enable 
them to bargain independently with employers, or 
maintain their rights in demarcation disputes against 
other organizations. It is necessary first to give them 
an escape from the vicious circle of low efficiency— low 
wages — ^low organization. The evidence shows that 
the principal obstacles to the organization of women 
in the post have lain in their low wages and precarious 
tenure of employment, and that the establishment of 
minimum rates by the Trade Boards has in several cases 
been followed by a greatly strengthened Trade Union 
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organization. There is thus no inconsistency, but rather 
an intimate connection between the protedtiv^ measures 
we recommend (i.e. Trade Boards) and our belief that 
the best hope of real and permanent amelioration of 
the position of women in industry lies in Trade Union 
action.” 

The history of the past shows that any legislative 
regulation in favour of workpeople is invariably 
resisted by some of the employers, who complain of 
their inability to pay their way, of shrinkage of 
trade and of consequent tmemployment. And if 
they can show these complaints to have foundation, 
they feel they have made out a conclusive case for 
removing the regulation. This is far from true. 
Theoretically, in fact, it is impossible to find any 
economic justification for a refusal to establish by 
law a national minimum wage below which nobody 
shall be employed. The cost of production of any 
article is simply the sum of the human efforts and 
sacrifices expended in the making of it ; and unless 
the person making those efforts is kept alive and in 
health he is manifestly unable to continue doing so. 
The State has already taken upon itself the duty 
of insisting upon minimum standards of all kinds, 
of hygiene, sanitation, factory conditions, leisure, 
housing, decency, education, etc. ; and in principle 
there is no difference between these and a similar 
insistence on a minimum wage. If Society wants 
particular commodities or services its desire must be 
intense enough to make it willing to repay adequately 
the human costs involved, or else its want most 
remain unsatisfied. And if the establishment of a 
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national minimtun raises costs of production to such 
an extent as seriously to diminish the demand, it 
proves simply that until that moment labour and 
capital had been wasting effort in providing goods 
for which Society did not particularly care, and which 
it is quite willing to do without. The higher wage 
would then have the beneficial effect of killing off 
a parasitic trade which had only been kept^alive 
at the expense of others. * 

But the establishment, of a minimum need not 
necessarily raise costs of production. Firstly, be- 
cause the better wages increase the efficiency of the 
workers. And as only the most far-sighted employers 
are able to understand this, the others must be 
forced to try the experiment. Secondly, because 
the higher wage induces better managerial organiza- 
tion — an undertaking which necessitates thought 
and which is therefore usually not attempted except 
under some such pressxure. Thirdly, because it 
forces out of the trade the incompetent and inefficient 
employers, who should not be in the trade at all, 
and who manage to exist only by continually cutting 
down wages. Now, although this last is the best 
thing that could happen, it is naturally enough 
generally the employers of this group who point to 
their loss of trade and inability to make a living as 
reasons for removing the regulation, not compre- 
hending that one of the best justifications for 
maintaining the regulation is that it knocks out the 
incompetent. 

It is not argued, however, that the establishment 
of a national minimum wage by law would be 
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expedient at present. The effects of better wages 
take some little time to mature, and many trades 
which are at heart sound, may die off in the transi- 
tional period. It is, therefore, better policy to 
impose these minima trade by trade, giving oppor- 
tunity and time for the industries to reorganize 
themselves each time on the new basis, before once 
agaij giving wages a jerk upwards towards the 
desired minimiJhi standard. Since industries vary 
greatly in the time required for this reorganization, 
it is best to work at a different rate in each. The 
Trade Board is an ideal instrument for this work, 
because the representatives of employers and work- 
people can bring their knowledge to bear on the 
question, whilst the presence of the “appointed 
members “ ensures that some agreement shall be 
come to in reasonable time. And, above all, the 
legal character of the Boards prevents the bad 
employer from triumphing at the expense of the 
good. 

IV 

In an earlier section it was shown that over the 
whole of industry (with the exception of sections 
of the textile trades) there prevails a male rate and 
a female rate of wages. For a very long time 
women, used to a subordinate, if not servile, position, 
have accepted this state of affairs without question 
or criticism. But ideas have begun to change. 
The greater part played by women in public life, 
their entry in growing numbers into the better-paid 
industries during the war, their recognition as respon- 
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sible citizens of the community, have produced a 
strong challenge to the old beliefs to justify them- 
selves. As the "vested interest of the male” 
has been challenged in the political sphere, so too 
it is being questioned in the economic. Women 
are calling upon male workers and employers to 
show cause why there should be any more discrimin- 
ation in regard to sex than with respect to height, 
age or religion. * 

The experience of the war has shown that one 
cannot safely generalize about the relative ineffi- 
ciency of women as industrial workers. There are 
processes in which men have the advantage, there 
are others in which women show themselves superior. 
Yet even in the latter the wage paid to women is 
less than that paid to men ; and it is impossible 
to say in what proportion of the former men would 
retain their advantage, if training eftid industry were 
thrown open to women as freely as to men. It is 
true that where women do not produce as much as 
men it would not be possible to pay them at the 
same rate, since their less output per head would 
require a greater capital expenditure on plant, space, 
power, light, heat, etc. But to allow the employer 
for that reason to pay a woman’s rate (lower than 
the man’s) is to give a prize to inefficient production. 
And from the point of view of national productivity 
it would be sounder policy to insist on exactly the 
same rate of payment, thus inducing the employer 
to utilize only that labour which is best fitted for 
the task, at the same time allowing openings for 
employment to those women who, exceptionally 
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endowed with the particular strength or skill 
requisite, are able to do such work equally with men. 
As an example it may be noted that for many years 
the London Society of Compositors has opened its 
doors to women on equal terms with men, and has 
thus protected itself against the introduction of 
women as cheap labour. In consequence, the 
majority of employees are men, but there are also 
employed (at Exactly the same wage) a minority 
of women, who have been enabled to acquire the 
special skill demanded. 

But even where women have a relative advantage 
in performing the process itself, it is claimed that 
they are worth less on other grounds. Factory 
Acts apply (in almost all instances) only to women. 
Anyone employing them is not allowed to work 
them during the night, or for more than a certain 
number of days overtime. Extra sanitary conveni- 
ences must be provided, and in some cases special 
appliances, such as overalls, or extra amenities, such 
as canteens and rest-rooms, are called for. All this 
involves more expense and bother. But again it 
cannot constitute an adequate reason for the unequal 
payment of men and women. Although regulations 
of industry were instituted primarily for humani- 
tarian reasons, to protect women and children from 
the greed of their exploiters, they have nolv amply 
proved themselves to have brought in their train 
great economic benefits. By increasing efficiency 
and reducing accidents, and by allowing of a more 
normal life, they have greatly increased the produc- 
tivity of the workers governed by them. Instead of 
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penalizing women it would react to the benefit of 
all if Factor^ Acts were extended to men. The 
limi tation of hours of work and overtime, the entire 
prohibition of nightwork except where absolutely 
essential, and the extension to male employees of 
welfare benefits (as already undertaken by the more 
far-sighted employers) would inunensely increase 
national productivity, while at the same ^ime 
preventing employers from comforlSng themselves 
with the idea that this difference in treatment 
justifies their lower payment of women. 

It is again urged that even when men and women 
perform the same job the man is more valuable 
to the employer because of his potentialities. The 
worth of this plea is shown in the already classic 
story of the Government’s attempt to justify its 
lower payment of women lift attendants by contend- 
ing that men deserved more as they were able to 
mend lifts that got out of order; whereupon the 
women’s representatives immediately produced the 
Government’s own official notice prohibiting men, 
under pain of dire penalties, from ever, under any 
circumstances, attempting to repair a lift ! Most 
similar statements have the same truth. The days 
of all-round craftsmanship are gone by. Workers 
are employed to perform one special function and 
are neither expected nor (often) allowed to extend 
the sphere of their work. The absurdity of paying 
a woman all her life at a lower rate on the chance 
that once during that period there may occur a 
mishap to which her strength will not be equal, is 
quite manifest. 
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The claim to be regarded as an equal instead of 
as an inferior class is summed up in the demand of 
the women for Equal Pay for Equal Work — a 
formula, useful enough as a battle-cry, but, like all 
such, ambiguous and vague. Thus Equal Work 
may mean an equality of effort or sacrifice on the 
part of the worker which, at present, there are no 
metj^ods of accurately measuring. Or alternatively 
it may mean Squal output, that men and women 
should be paid according to the amount they produce. 
But if women invariably produce less than men, the 
greater amount of capital expenditure will result 
in their products being more costly than those of 
men. And one comes therefore to a definition of 
“ equal work ” as meaning *' equal value to the 
employer," with its corollary that piecework rates 
should vary according to the difference in overhead 
charges involved in employment of the two sexes. 
This again is extraordinarily difficult to compute, 
and would generally result, as has been shown, in 
the introduction of women as cheap labour, and a 
consequent fall in national productivity. 

Apart from the ambiguities of the formula Equal 
Pay for Equal Work, evasion of its principles would 
be easy. It is rarely that men and women perform 
absolutely identical work. Women may be intro- 
duced with a new type of machine, while even if 
they are employed on the old machine men may be 
engaged to oil and set. And it was no uncommon 
thing during the war for women’s jobs to be deliber- 
ately " degraded ” in order to justify their lower 
pa3mient. Where equal rates for men and women 
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have been established by strong collective action, 
this obstacle can be overcome. In the cotton 
industry, for example, women require the help of 
men in certain operations, but both sexes receive 
exactly the same rate, and the women workers 
themselves pay the man to give the necessary 
aid. 

But perhaps the greatest disadvantage of this 
formula is that it implies an individual bargain on 
the part of the worker. One may generalize by 
saying that in a certain trade women are less efficient 
than men. But it must be remembered that this 
is, and can be, only very broadly true. The capaci- 
ties of every indvidual man’ and woman vary 
greatly, and to insist on each being paid exactly 
according to individual merits would involve a 
different rate of pa 3 nnent for each worker. Although 
this might possibly be the economic ideal, it is 
totally impossible when one remembers the appalling 
results of lack of combined action (as shown in the 
early nineteenth century or any unorganized trade 
to-day). The inequality of position of employer 
and employed is so great that a standard rate is 
the only method of protecting those who through 
lack of economic reserve are unable to stand out 
alone for remuneration adequate to their capacities. 
The universal recognition that it is just to establish 
a standard rate for all workers of one occupation, 
despite innumerable variations from the mean, leads 
one necessarily to the corollary that that rate must 
be paid to every worker whom it pays the employer 
to engage for that function. And if he chooses to 
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employ women workers there is no right nor soise 
in allowing him to discriminate against them as a 
class, than in allowing him to do so against any sec- 
tion of his male workers, owing to their smaller 
stature or lesser weight. 

It is to the enforcement of universal occupational 
rates that one must look to remedy the injustice 
between men and women. This will not only effect 
a more just relsftionship between the sexes in employ- 
ment, but will also result in a more efficient industrial 
system. In a purely competitive and unregulated 
system, the various producers are forced to pay more 
or less the same for raw material, for capital, trans- 
port, etc., and in their endeavours to tmder-sell one 
another, the easiest way to reduce immediate costs 
is to nibble at wages. But when this is no longer 
possible, attention has to be turned to securing 
economies by good organization. Greater care is 
taken that well-paid labour is engaged in the tasks 
for which it is best suited, and that the most perfect 
machinery is installed to help it. In India and 
Japan, where the low standard of life combines with 
the almost unlimited number of workers to make 
wages very low, costs of production are high because 
of the lack of incentive to economize labour by good 
management and expensive machinery. \^ereas 
normally in England the reverse is true. And when 
women can no longer be used to under-cut men in 
the same occupation, there will be no incentive to 
use the relatively inefficient in place of the relatively 
efficient. The argument of the preceding sections 
shows that this does not necessitate a wholesale 
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removal of women from industrial occupations. 
Rather does It create an automatic tendency on the 
part of both men and women to be employed in 
those sections of industry for which their individual 
powers are most suited. At the same time the 
exceptional man or exceptional woman is left free 
to engage in those functions which the majority of 
their respective sexes are unable to p^orm. , 

It is, of course, impossible to ‘construct any 
legislative enactment which could of itself remove 
the anomalies of wage rates. For even were it 
possible to do so at any one moment, the permanency 
of such an arrangement would depend on the power 
of the workers to maintain their rates. Ever^hing 
finally depends on the degree of organization of the 
women workers and their collective power both to 
demand and to retain equal wages with male em- 
ployees. Much, however, could be done by the 
Whitley Councils in those industries which have 
established them. One of the functions outlined as 
suitable for the councils was the discussion of 
" methods of fixing and adjusting earnings, piecework 
prices, etc.,” under which heading the relations of 
men's and women’s earnings would legitimately fall. 
It should, however, be a general rule for such councils, 
as well as for any Arbitration Tribimal to whose lot 
it falls to settle wage rates, to assume always that 
men and women perform equal work and should 
therefore receive equal pay. The burden of proof 
remains always with those who think otherwise. 
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A discussion of the demand for Equal Pay for 
Equal Work is incomplete unless it is realized that 
ultimately the view taken depends on one’s concep- 
tion of the rightful place of women in society. The 
old tradition insisted upon woman as invariably an 
adjijnct of some man — ^as cared for, paid for, and 
IMTotected fromPharm by husband, father or brother. 
And although a large number of women were always 
thrown on their own resources, the independent 
woman was thought of as entirely unsexed, to be 
viewed with pity or scorn. The reaction from this 
idea led naturally to the other extreme ; and ardent 
feminists insisted that woman must be treated in all 
ways as if she were a man. But a woman is not a 
man, and cannot be treated as such. Her potential 
maternity, her actual motherhood, the devotion, 
of the majority of married women to home and 
children, the necessity for, at least, long absences 
from any regular work during the period of child- 
bearing and lactation, all combine to place women 
in a different category. There are, at present, two 
vaiying views. There are those who believe that 
social progress depends on women centring their 
interests in the home, and devoting all their energies 
to bearing and rearing children. There are others 
who jealously maintain her right to a freedom as 
complete and untrammelled as that enjoyed by the 
man. These see the greatest hope for the future 
in the development of her life outside the home 
and its interests. From both extremes we are 
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coming to a truer view that the right for which 
women should strive is neither complete sex special- 
ization on the one hand, nor complete disregard of 
sex on the other. The claim is, rather, for full 
opportunities for freedom of choice— -for an option 
instead of a compulsion to accept economic depend- 
ence, for the alternative possibility of earning for 
herself as free and complete a life as she desire^. 

Now whatever may come to pass the future, it 
is fairly certain that to-day the vast majority of 
women, whilst passionately demanding the right to 
choose for themselves the pattern of their lives, 
have still strong within them the instinct which 
makes them long for a home of their own, and for 
husband and children to whom to devote themselves. 
As far as it is possible to prophesy, the normal 
social unit is likely to remain, for some time, the 
father, the mother and the young children. This 
means that the greatest number of women will not 
work for wages for more than a portion of their 
lives ; but dining the remainder they will be working 
no less hard in services on which no money value 
can be placed, i.e. the bearing of children and the 
creation of home life. And during this period, 
therefore, the money income for their support must 
come from some other source — at present the 
earnings of the father. 

As has been argued before, the needs of the worker 
and his family are far from being the main deter- 
minant of his wages. But it would be wrong to 
assume that needs exert no influence on earnings. 
It is largely the customary standard of life of a 
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particular class or the desire to improve that 
standard, that stiffens resistance to wa^e reduction, 
or impels to further efforts to improve conditions. 
It determines, so to speak, the Supply Price of the 
workers of that class, and as such has, at least, some 
influence in the final settlement of the wage rate. 

On the whole the needs of the man and of the 
wonj^, when young and single, are the same. 
For although the woman is normally smaller and 
requires less food, she has to spend more than he 
on lodgings and dress, whilst recreation, books, 
transport, etc., are an equal expense for both. 
Both, too, have the same need for saving, either for 
the possible expenses of marriage or possibly for old 
age. But with the married man it is different. For 
although women very often have some dependents, 
yet it is true to say that it is normal for a man to 
have others than himself to support, whilst for women 
this is not equally normal. And as long as this 
remains true there cannot be the same incentive 
for women to improve their wages as there is for 
men. From this dilemma — ^the justice of Equal 
Pay for Equal Work on the one side, and the 
obstacles to it on the other hand arising from woman’s 
less potent need for the maintenance of the highest 
rate — only one group of people have found an 
escape, in the scheme for the Endowment of Mother- 
hood. 

At present, in so far as the needs of the worker, 
i.e. his standard of life, help to determine wage 
rates, it is the amount required for the " standard 
family " which is taken as the basis of the living 
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wage. This “ standard family ” is always assumed 
to consist of father, mother and three dependent 
children (i.e. under fourteen years). All averages 
have a trick of straying from realities and this 
standard, which represents very few families, is no 
exception. Many adult males are unmarried, many 
are married but have fewer than three dep^dent 
children, many have more than that number. 
Professor Bowley estimates that of fell men workers 
over twenty years in England — 

27 per cent, are bachelors or widowers. 

24.7 „ are married with no dependent 

children. 

16.6 „ have one dependent child. 

13 „ have two dependent children. 

8.8 „ have three dependent children. 

9.9 „ have more than three dependent 

children, the children of this last class representing 
40 per cent, of the total number under fourteen. 

It is both the normal and the generally accepted 
ideal arrangement for the family to be supported by 
the work of the husband and father. Although the 
wife is performing household work for which the 
single man or widower has to pay, she has no legal 
claim on her husband’s income (other than a right 
simply to be maintained). And although usually 
most workers give their wives the greater part of 
their wages, not all do so ; nor is there any legal 
compulsion. At the same time the payment of the 
man does not increase as his responsibilities grow 
greater, with the result that each additional baby 
which has to be fed, reduces the share that can be 
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given to each of the others. Thus a wage which 
represents quite a decent standard to the newly 
married couple, becomes totally inadequate as the 
years increase the number of children to be fed, 
clothed and educated. Generally the man's share 
of food must be maintained, since it is on his exertion 
that the welfare of the whole family depends, so 
that, the mother and older children are forced to 
pinch and scra)>e. For this they pay in lessened 
resistance to disease, less leisure and happiness, and 
less of the vitality which is essential if education is 
to be of any use. And even this proportionately 
reduced income depends on the ability of the man 
to remain in employment at the same wage, and on 
his willingness to hand over his earnings for the 
support of his family. So that even with the best 
will in the world on the part of the breadwinner 
the income of the family practically ceases dming 
periods of depression, or during a strike or lock-out. 

Even, therefore, if workmen did receive a wage 
based on the needs of the standard family, their 
earnings would have little relation to actual needs. 
Some would be receiving a greater, others a very 
much less proportion of the amount required ; 
whilst in all cases the welfare of the wife and children 
would still be subject to the employment and good 
faith of the breadwinner. 

It is to solve this problem that the Family Endow- 
ment Council put forward their suggestions. They 
recognize that the State cannot insist on employers 
pa3dng each man according to the number of his 
family, since that would certainly involve the 

S.A.I.P. p 
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dismissal of married men in favour of single. They 
propose, therefore, that children should be provided 
for out of a separate fund. The scheme for the 
National or State Endowment of Motherhood 
suggests that an allowance should be made out of 
national funds, to all mothers, from eight weeks 
before confinement until the last child reaches five 
years (school age). The amount of the dotation 
proposed is I2s. 6 d, a week for the mbther, 5s. for the 
first child under five, and 3 s. 6 d. for each of the others. 
This amount is not calculated to be sufficient to 
support a mother and children, but represents 
rather the increase in family expenditure when 
children are added to it. It is suggested that the 
money be paid weekly, direct to the mother, on 
production of the requisite birth certificates ; and 
that the only general supervision be the periodic 
medical examination of the children, to ascertain 
whether the money is being used for the right 
purpose. The cost of such a scheme is estimated 
at approximately £140,000,000 a year. 

Another scheme to attain the same end has been 
put forward by Mr. A. B. Piddmgton, K.C., Chairman 
of the Australian Basic Wage Commission. In 
Australia wages have been based since 1907 on a 
minimum supposedly computed to provide for the 
needs of five persons. In 1920 a Royal Commission 
was appointed to revise the existing minimum of 
£3 17s. and reported that on prices then ruling this 
minimum would have to be raised to £5 i6s. To 
.raise the wages of all workers to this extent was 
stated to be impossible, as the wages bill would 
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CTceed the total income of the coimtiy, and it was 
then that Mr. Piddington introduced' his scheme 
for the Industrial Endowment of Motherhood. He 
suggested that the basic minimum wage below which 
no paeon was to be employed should be a living 
wage for man and wife, determined annually accord- 
ing to cost of living. By an annual estimate of the 
nun))>er of children of employees, and of the minimum 
cost of a child's maintenance, the total minimum 
cost of maintaining children actually in existence 
could be determined. Each employer would then 
be required to pay into a children’s fund a sum fixed 
according to the number of workers, married or 
single, in his employ. And out of this fund an 
allowance would be made in respect of each 
employee’s child to its mother or female guardian. 

These schemes are exceedingly attractive and have 
much in their favour. They would relieve the 
embarrassment of the supporters of Equal Pay for 
Equal Work, since women could no longer be 
introduced as cheap labour on the grounds of having 
no dependents. They would prevent the wastage 
of woman and child life through lack of nourishment. 
They would lighten the tragic situation of the widow, 
forced into the factory to support her young children. 
They would give to the mother some economic 
independence and make a practical recognition of 
the value of her work in the home. But such far- 
reaching proposals require a searching examination. 

The first question that springs to the mind is 
the probable effect on the birth-rate. It is said 
that since the endowment will mean more to the 



ai6 WOMEN IN INDUSTRY 

poom and less stable classes than to the richer, 
there will talce place an increase in the birth-rate 
of the less socially desirable out of aU propcNrtion to 
the others. But it is extremely doubtful whether 
this would happen. The removal of economic 
anxiety may, it is true, abolish the last check on the 
high birth-rate of the least responsible. But, on 
the other hand, it must be remembered : (i)«,that 
this class cannot, at present, exerci^ much control, 
owing to ignorance, to despair, to overcrowding and 
lack of privacy ; (2) that a better standard of living, 
and particularly a greater stability of income, has 
always, in the past, resulted in a lower birth-rate. 
It is not until there is sufficient security of income 
to make possible, as it were, plans for the future 
domestic policy that parents restrict the number 
of their family in the hope of improving the prospects 
of those children they have ; (3) that greater 
economic independence will give the women those 
opportunities for acquiring knowledge — already 
possessed by their richer sisters — ^to prevent the 
indiscriminate bearing of children. One cannot, 
therefore, make any safe prophecy as to the effect 
on the birth-rate. Endowment of motherhood is 
just as likely to decrease the families of the very 
poor as to increase them. But there can be little 
doubt that endowment would increase the rate of 
the steadiest and best elements in the community, 
and enable the most far-sighted to provide a better 
standard than is now possible. 

Other more important objections which have been 
brought forward relate to the effect on the unity of 
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the family and the potential energy of the father. 
It is urged that the ideal marriage r^tionship is 
a partnership of husband and wife ; and that to 
provide separately for the wife would give to the 
father the idea that his earnings can now be devoted 
entirely to himself. This argument has little strength. 
It is the usual thing for married women of the middle 
das^ to own property, and it cannot be said that 
this has weakened the marriage tie. Nor is it 
usual for the male parent in these classes to show 
little interest in, or affection for, his children. 
Generally the higher the standard of life, the keener 
are both parents to plan ahead for the good of the 
children. And it is unlikely that the security of at 
least bare necessities to wife and children will stifle 
in the working man all his paternal love. 

Similarly, it cannot be urged that the partial 
support of the family will make the worker feel it 
unnecessary for him to produce more than sufficient 
for his own needs and thus react adversely on wages 
and production. It is, at least, equally probable 
that the reverse effect will take place ; and that 
with a new hope the worker will devote his energies 
to increasing his wage, so as to provide with it all 
those extra refinements and pleasures which become 
possible. 

“fhere are, however, some very grave drawbacks. 
Although the Family Endowment Council emphasize 
that only a minimum of supervision is necessary, 
there can actually be little guarantee or hope of 
this. If the State spends a huge sum yearly provid- 
ing for children, it may thereby acquire the right 
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to say both what kind and what number of children 
should be pro'duced. And however little supervision 
may be made at the beginning of such a scheme, 
the door is at once opened to inspection of, and 
intolerable interference with, the most intimate 
relationship of life. The scheme for industrial 
endowment has an added disadvantage in that it 
restricts very seriously the liberty of one section 
of society — ^the workpeople (and workpeople only, 
since it refers only to employees in industry). By 
proposing that the worker should be paid only 
sufficient to maintain a man and wife and that the 
rest should go to the Children’s Fund, Mr. Pidding- 
ton’s scheme sajrs, in effect, that workpeople shall 
not be permitted to choose how they shall spend their 
earnings — ^that if they do not want children them- 
selves, they must give up their earnings to those 
who do.^ Very many couples feel now that they 
prefer, for some years at least, not to have a family, 
but to devote their extra earnings to acquiring 
greater culture, to travel or to working for some 
cause they have at heart. This scheme forbids the 
satisfaction of such inclinations and implies that 
the only reason for which men should earn is in 
order to provide for the needs of children. Now, 
to assume that selfishness actuates those who refuse 
to produce children is manifestly unfair. Children 
are not bom primarily for the benefit of the State, 
but to satisfy a deep need, an instinct to perpetuate 

* The State scheme has not this defect. Here wages remain 
as before, the allowance being the extra cost involved in rearing 
children. 



WOMEN IN INDUSTRY 


219 

oneself, or to have some loved one for whom to 
care. It would, in fact, be just as easy*to argue that 
to bear children is actually the height of selfishness. 
Tho’e are many economists to-day who insist that 
a lower birth-rate is the only safeguard for the future 
of a world whose population is already pressing 
heavily on its food resources. And, finally, there are 
ma^ who, after the miseries and horrors of the last 
years, do not feel they are conferring any privil^e 
on a child by bringing it into a world which oilers 
so slender a guarantee of happiness to coming 
generations. 

It seems, on the whole, that, attractive as a system 
of family endowment undoubtedly is, it represents, 
in the words of Miss B. L. Hutchins, “ Socialism 
begiiming at the wrong end.” We must be much more 
certain of our aim both in society and in the family be- 
fore tampering with these most intimate relations. It 
seems safer instead to develop along the present lines. 
The greater financial responsibilities of parents are 
recognized in income-tax abatements, in provision 
of education either free or below cost price, in school 
meals, maintenance grants, milk for nursing mothers, 
etc. And although it may be argued that to give 
hdp in kind instead of allowing the mother the right 
to expend the cash equivalent as she thinks best, is 
not a perfect method, yet it is still free from the 
greater disadvantages discussed above. It certainly 
does not satisfy the demands of the feminists that 
the status of women should be improved by making 
them, at least partially, independent of men. The 
handicap of the woman who has the misfortune to 
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be married to a sdfish or degeamite man will not 
be removed by better wage rates for men, even with 
special consideration to him as a taxpayer. But 
nothing else could adequately protect such a woman ; 
for it is difficult to conceive of any legal method 
which would free a wife from the miseries of living 
with a bullying brute or with one determined to be 
supported by her. One can only trust that bgjtter 
education will give to hw a growing sense of her- 
independence and rights as an individual. 

There is one t 3 q)e of endowment to which, however, 
no serious exception can be taken, viz. widows’ 
pensions, such as are already provided in many of 
the American States. The woman who is left with 
the care of young children is in the most pitiful 
position. Presumably she has been out of the 
industrial world for some years, and has thus lost 
most of whatever skill she may previously have 
acquired. She has no knowledge of how to obtain 
work of the types to which she is suited, nor of the 
worth of her labour. And for the sake of children 
waiting for food she is prepared to accept whatever 
pay and conditions are offered. Not only is her 
own Supply Price thus lowered, but her competition 
pulls down the wages of other women workers. At 
the same time the work for which she is fitted, the 
care of home and children, must remain undone ; 
and even if from her meagre income she pa}^ some one 
to “ mind the baby,” the ” toddlers ” are necessarily 
left in a most neglected state. To the provision 
of pensions to such women there are absolutely 
no economic objections. There are, on the otha: 
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hand, immense social advantages to be gained. 

It may be interesting to see what has been done 
in othe* countries. 

France. — ^Since 1890 the French Railway Companies 
have paid to their employees an allowance for each 
dependent child, in addition to wages. In 1917 the 
State granted similar allowances to all its officials. 
Bu^the most interesting development has been in 
the voluntary Schemes in force in ordinary industry. 
This movement began in 1918, when the metallurgic 
firms of Grenoble formed an association for the 
pa3nnent of Family Allowances (Caisse de Compen- 
sation pour Allocations Familiales) . The idea spread 
rapidly, so that three years later there were already 
fifty-three of these associations. Usually the 
members of the association belong to the same 
industry, but this is not always so. The main 
principle is as follows : — 

The firms joining the association agree to form a 
pool for payment of family allowances. These 
allowances are, in the first instance, paid by the 
individual firms (according to an agreed scale). 
Periodically the firms make returns showing their 
total wages bill and the amount paid in allowances 
during the preceding period. The amount due to 
the pool from each firm is then calculated according 
to the proportion between his wages bill and the 
total wages bill of all members. If he has already 
contributed more than his share in allowances, the 
excess is refunded or vice versa. Some associations 
pay allowances in respect of legitimate and illegiti- 
mate children alike; others only for legitimate. 
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Allowances are paid for the dependent children of 
women workers if there is no father capable of 
work. 

A Bill to make family allowances universal and 
compulsory was brought before the French Parlia- 
ment, but was not favoured by the employers* 
associations, which prefer volimtaiy action. 
Germany.— The payment of faMy allowaijipes, 
introduced during the war for civiUw workers as 
well as for soldiers, was stopped at the revolution. 
But the increase in the cost of living caused it to be 
reintroduced towards the end of 1919 and some 
provision for dependents has since ^en embodied 
in most collective agreements, especially in mining, 
iron, steel and metal industries. Apparently as yet 
this has led to no discrimination against married 
men, a fact to be accounted for probably by the 
shortage of labour in Germany, and by the value 
attached to the greater stability of married men. 
There is also a law which prohibits the dismissal 
of workers except for legitimate causes. Both in 
France and Germany these schemes have been 
introduced definitely for the purpose of keeping 
down the wages bill.^ 

Mothers’ or Widows’ Pensions have been intro- 
duced in many countries. They have been paid 
in New Zealand to widows with children under 
fourteen since January, 1912 ; in Denmark since 
1914. Forty States of the United States of America 
have adopted the scheme. Mothers’ Pensions are 

^ See Motherhood and OhUd Endowment published by the 
Trade Union Congress and the Labour Party. 



WOMEN IN INDUSTRY 223 

paid in five out of nine Canadian Ftovinces, in the 
Union of South Africa, and in four out' of five States 
in Australia.^ 

X See Hansard Debates, March 6th, 1923. Speech by Mr. Rhys 
J. Davies, M.P. 



CHAPTER VII 

GOVERNMENT AND INDUSTRY « 

c 

I 

The earlier political philosophers set themselves the 
question, " Who shall govern ? ” As far as one 
can prophesy that question has now been finally 
answered. For good or ill, men have come to look 
upon the democratic community as the ideal ; and 
although this ideal is nowhere more than partially 
realized, although democracy is as yet still in its 
experimental stage, and although academic discussion 
may busy itself with postulating other forms of 
government, it is unlikely that the mass of men will 
waive their adherence. But having answered this 
first question more or less satisfactorily, another no 
less important immediately presents itself : " What 
shall the Government do ? " 

This chapter seeks to show how this question has 
been answered in regard to one aspect, i.e. the relation 
of the people’s representatives to the economic 
activities of the community. Although the answers 
given in the last two himdred years vary greatly, 
they have one characteristic in common. Most 
people have agreed that the object of the State is 
to promote the welfare of the individuals of whom 
224 
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it is composed. And the differences of opinion are 
found, firstly, in the var3dng definitions of welfare 
that have been given, and secondly, in the competing 
methods that have been advocated to attain the 
desired end. 

During the seventeenth and most of the eighteenth 
centuries the State played a very active part in the 
ord^ing of economic activities. Industry was 
regarded, not* as necessary work to provide the 
material requisites of well-being, but as a powerful 
weapon to be used in whatever way would serve 
national aggrandizement. Politicians thought first 
of the might and power of the State ; second, of 
the welfare of the citizens of whom the State was 
made up. Trades were encouraged or discouraged 
in so far as they contributed or not to this end. 
There still persisted, too, remnants of the old feudal 
idea, which thought of society as composed of 
horizontal grades, fixed and unalterable; and as 
the conditions of the time were thought to be 
divinely ordained, any movement of an individual 
from one stratum to another higher in the scale 
was regarded with the greatest hostility. Testi- 
monies to this old belief are found in the apprentice- 
ship laws, part of whose object was the prevention 
of those lower in the social hierarchy from entering 
the crafts, and in the right of the Justices of the 
Peace to fix maximum wages for different grades of 
workers. Had this theory of the proper functions 
of the State been put into practice, the Government 
would have been forced to supervise every process 
of manufacture and every business transaction. 
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and to have decided the wage of every man, 
woman and child employed for pay. Actually, 
practice varied enormously in accordance with the 
public opinion of the day and with the interests of 
those temporarily in authority. And already in the 
early years of the eighteenth century there were 
signs that new ideas were beginning to stir the minds 
of many thinkers. But it was not until A^am 
Smith published his WedUh of Nation in 1776 that 
these new ideas were given philosophical clothing 
and status. 

Adam Smith began with the individual and ended 
with the State. He believed it to be axiomatic that 
every individual desires his own prosperity and knows 
best how to attain it. It was therefore unnecessary 
to bother about the prosperity of the State ; for 
that prosperity must be the inevitable result of the 
"simple and obvious system of natural liberty.” 
Instead of postulating the powerful State and 
working backwards to the necessary activities of 
the citizens to procure it, he showed that the actions 
of the individuals, if left unhampered, would be so 
guided by self-interest as to bring about the best 
State possible at the time. The functions that he 
allocated to the Government were, therefore, very 
narrow. In common with most he believed that the 
State had one essential duty in the maintenance of 
law and order, i.e. in the administration of justice 
and in defence against foreign aggression. Other 
than that, the State should do nothing — except, 
perhaps, to establish certain public works of benefit 
to all, as, e.g., roads. And while declaring that both 
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rdigioos and educational institutions should be 
maintained and governed as far as possible by those 
directly interested in them, yet he considered it 
permissible for the Government to do something 
towards their support. 

It is natural enough that Adam Smith should 
have desired to sweep away all relations of State 
an^industry. For not only had the motive for 
the Governmental regulations been bad, but the 
lack of any good administrative system had resulted 
in the application of the regulations in niggling 
and unequal fashion. The whole of the business 
community was tired of the restrictions placed on 
trade expansion. But although Adam Smith’s 
doctrine was eagerly accepted and preached by 
both business men and statesmen, and although, in 
fact, the first half of the nineteenth century is 
considered pre-eminently laissez-faire, there was no 
group of people willing to accept this teaching fully 
in practice, and no period at all absolutely free from 
State interference. Each group lauded the glories 
of the new theory when they saw possibilities of 
gain if left free to do as they would ; yet pleaded 
extenuating circumstances if they wished the liberty 
of some rival to be limited. Dazzled by the visions 
of untold wealth that the new industry held before 
their eyes, the manufacturers insisted on thdr right 
to absolute control ov&c the men and machines they 
employed ; yet at the same time, in their commerci^ 
relations, they held grimly to the protection of the 
State by means of tarifis. The landowners and 
farmers subscribed heartily to the laissez-faire theory 
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in general, but argued that agriculture must receive 
special consideration and the Com Law's be retained. 
From the very first, however, it was apparent to 
some that the policy of non-interference could not 
be carried to its logical conclusion. The horrors 
attending the work of women and children in 
factories and mines roused many to agitate for the 
protection of those too weak to protect themsejyes ; 
and the first Factory Act was passed iic i8oi, a decade 
before even the repeal of the Apprenticeship Laws. 

By the middle of the nineteenth century it was 
fully aj^arent that the State would have to assume 
certain responsibilities and more positive functions, 
— ^a position at once more possible and more accept- 
able, because of the better public administrative 
system which was gradually being evolved. 

John Stuart Mill, who wrote in 1848, represents, 
therefore, a considerable advance on the extreme 
laissez-faire theories of the earlier period. Although 
he always held to that doctrine in principle, he set 
no rigid limits to the extent to which the State might 
justifiably interfere. But the laissez-faire philosophy 
was always basic in his thinking. To him, alwa5'S, 
there was direct opposition between State control 
and individual liberty, and any increase in the power 
of the State must, in his view, be prejudicial to 
freedom. Above all, however, he was Utilitarian. 
So to all policies he applied the standard of the 
“ greatest happiness of the greatest possible number.” 
He held that it was right for the State to provide 
certain amenities as, e.g., education, which is con- 
ducive to lasting happiness and which yet may not 
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be demanded by those who are unaware of its 
benefits. But in every instance he insisted that 
the effects were to be the test. 

" There is a multitude of cases in which governments 
with general approbation assume powers and execute 
functions for which no reason can be assigned, except 
the simple one that they conduce to general conveni- 
ence.* 

Mill realized, too, a point of great importance — 
that in a large community the State may have to 
.pass laws, not to compel citizens to do something 
^stasteful to them, but to protect them in carrying 
out their own voluntary policy. When manufac- 
turers are competing against one another, good 
employers are afraid of giving better wages to their 
workers because of being under-cut by those unwill- 
ing to do the same. And often all in the trade are 
willing to work according to certain rules ; but, 
through lethargy or slackness of corporate organiza- 
tion, are unable to frame such regulations or to 
take precautions for their proper execution. Where 
such regulations are for the public good (e.g. Factory 
Acts) the State is the right authority to supervise 
them. 

“ There are matters in which the interference of the 
law is required not to override the judgment of indi- 
viduals respecting their own interests, but to give effect 
to that judgment, they being unable to give effect 
to it except by concert, which concert again cannot be 
effective unless it receives the validity and sanction of 
the law.” 

Although Milt looked upon himself as a supporter 

S.A.I.P. 0 
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of laissez-faire, his work actually forms the transition 
towards the later ideas. For his praise of the virtues 
of Individualism is modified by his insistence on the 
social ideals which coloured the middle of the last 
century. The Chartists, the Co-operators and the 
early Socialists were urging that human progress 
could come only through association, that Individual- 
ism was a sterile philosophy which, even if it had 
been useful in sweeping away old hmtful restrictions 
and privileges, had nothing constructive to offer in 
the solution of the new problems to be faced. To. 
the study of State functions, therefore, Mill brought 
a social standard. While maintaining that laissez- 
faire should be the general policy, since every 
departure from it implied some loss of liberty, he 
yet felt that no rigid limits to State action could 
xisefully be set. In all cases the balance of happi- 
ness must be the test. 

A large number of social thinkers followed Mill in 
the attempt to reconcile a theoretical belief in 
Individualism with the knowledge that it was 
becoming imperative for the commimity to protect 
itself against the more obvious evils of competition. 
In most cases the inconsistency was not realized. 
Legislation was proposed to remedy specific evils, 
and ardently supported for humanitarian reasons 
by those who were continually lauding the virtues 
of the s]rstem that produced the evils. But later 
in the centuiy there developed a more definite 
challenge to the validity of the laissez-faire ideology. 
Karl Marx's writings showed the miseries of the 
times to be the inevitable result of a system which 
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allowed a minority to live on, and control the work 
of the majority. His demand for the organized 
community to take into its own hands the whole 
business of production and distribution did much 
to exalt the State in the eyes of all those who came 
\mder his influence. Many began to ask: Does 
Nature, left to herself, really cause the fittest to 
suavive ? For those whom Nature chose might not 
always be th# ones Man judged most worthy. The 
poor and the weak had little chance to develop 
their potentialities in a world left entirely to natural 
forces ; and a genius with no commercial aptitude, 
in a purely Individualist State would be almost 
certainly pushed to the wall. 

But, as always, the reaction to laissez-faire in 
practical politics came not as a consequence of a 
change in political ideals, but because of the pressing 
necessity for the solution of innumerable problems. 
Philanthropists urged that children could not 
possibly be considered as free contracting agents. 
It was, therefore, the duty of the State to protect 
them in their bargains with employers. But if chil- 
dren were not free, could young persons or women be 
regarded as any more so ? And, indeed, was an 
adult male, with no economic reserve and no oppor- 
tunities for gaining information of other openings, 
in any stronger position ? The beginning of railway 
transport, with its inevitable quick development 
along monopolistic lines, again forced the Government 
to deviate from strict laissez-faire. For this theory 
assumed the existence of competition to ensure that 
the best and cheapest was offered to the public. 
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And wh^ the railway companies limited competition 
in their own interests the State was forced to 
exercise a discretionary authority in the fixing of 
rates, prevention of accidents, etc. Circumstances, 
rather than theories, forced the State to take more 
and more part in the details of industrial organiza- 
tion ; so that almost imperceptibly the attitude has 
changed. The evils to be remedied have come tfcbe 
regarded more as due to defects in ^he economic 
and social structure, and as such they are natmally 
social problems to be solved by society. So that 
the last sixty years has seen a series of laws designed 
to protect those at an economic disadvantage. 

II 

The relations between Government and Industry 
can be considered in four categories, according to 
the motive which the State seeks to serve and the 
degree of restriction placed on the liberty of the 
individual. In the first two groups the State lays 
down the conditions under which business shall be 
done and production carried on. In the third it 
comes to the support of private industry. In the 
fourth the State itself functions as a producing 
concern. 

The growth of industry and the development of 
joint-stock businesses have made it necessary for 
the State to establish laws regulating the procedmre 
of companies, in order to protect those wishing to 
invest their money. The Companies (Consolidation) 
Act, 1908, lays down that companies must be 
registered with the Board of Trade, and makes 
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regulations as to powers of directors, publication of 
accounts, etc. Many other laws frame the conditions 
of business contracts, the use of trade marks, etc. ’ 
The bulk of such legislation aims at preventing 
fraud and sustaining the validity of agreements. 
Similarly, the gulf which the complexity of modern 
industry and commerce places between producer and 
cojjgumer, renders it exceedingly difficult for the 
latter to be tertain that he is getting value for his 
money. There are some commodities of which the 
ordinary purchaser cannot possibly be an eflScient 
judge. Here it is the work of the State to inspect 
and guarantee. The purity of gold and silver, the 
standard of foodstuffs, the maintenance of standard 
weights and measures are evident concerns of the 
Government. 

A much more important aspect of the work of 
the Government from a social point of view is the 
gradual development of a minimum standard. In 
almost every province the State now insists on a 
minimum — of health, safety, efficiency, necessaries 
of life, etc. A century of Factory legislation has 
at last resulted in giving to women and young persons 
a minimum of leisure, by establishing the statutory 
day longer than which it is forbidden to work for 
pay. The influence of laissez-faire is still seen in 
that adult males are not covered by the Factory 
Acts. In only two industries, mines and railwa5?s, 
are their hours fixed by law. Actually in most 
industries the work of men and women is so inter- 
dependent that the limitation of men’s hours follows 
automatically on the limitation of the women’s. 
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Otherwise it is left to voluntary associations to 
secure a minimum of leisure for men. Employers' 
' Liability and Workmen’s Compensation Acts ; Acts 
to enforce fencing of dangerous machinery, provision 
of ventilation and sanitary accommodation ; Acts 
to exclude certain workers from dangerous trades 
and processes; the Welfare Orders made by the 
Home Secretary under the Factories and Police ^ct, 
1916 — all these combine to establish a minimum of 
health and safety for employees. Until recently 
any attempt on the part of the State to regulate 
wages was considered absolutely revolutionary, and 
certain to bring ruin in its train. Here, above all, 
it was contended that " natural forces ” must have 
free play if England was to maintain her position 
in the world markets. Yet here, too, the State now 
establishes a minimum standard of maintenance. 
The special circumstances of mining have resulted 
in the Coal Mines (Minimum) Wages Act, 1912, 
which ensures that a miner working in a "bad 
place " shall receive some remuneration for his work. 
(Prior to the passing of this Act, a miner, paid on piece 
work, might work all the week for no pay, because 
the place yielded no big coal.) The Trades Boards 
Acts of 1909 and 1918 establish minimum rates for 
3,000,000 men and women too weak and unorganized 
to negotiate wages for themselves. The Insurance 
Acts of 1911 and 1920, with their amendments, 
provide that those unable to earn through sickness 
or unemplo3anent shall not be destitute. Old Age 
Pensions serve the same purpose for the aged. 

In almost all these cases the minimum provided 
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is low enough. The important thing is that the 
State recognizes the principle— the responsibility of 
the community for the health, safety and main- 
tenance of all its members. Gradually the realiza- 
tion is growing that men's lives are so closely bound 
together that it is not often possible, justly, to lay 
all the blame for misfortunes on those suffering them. 
A generation which regarded all as having equal 
opportunities, j^hich thought of all men as economic 
abstractions, endowed with full knowledge and 
perfectly free choice, naturally concluded that each 
man’s position in the world was the result of his 
own choice and effort. Any attempt, therefore, to 
alter that position meant a tampering with personal 
liberty and an unwarrantable interference with the 
right of the individual to choose his own way of 
life. When this belief was modified to fit more 
closely to realities, when it was understood that 
large numbers of men have no opportunity to exercise 
freedom of choice, but are the victims of forces 
beyond their individual control, the conclusions 
drawn from that belief had naturally to be modified 
too. The twentieth century does not think of Man 
versus the State, or of State action as necessarily an 
infringement of liberty. The prohibition to women 
to work immediately after confinement, or for hours 
longer than any can endure, or for wages on which 
life cannot be supported, cannot rightly be considered 
in any other way than as the foundations on which 
a free, full life may be built up. Modem generations 
are coming to think that life is much more communal 
in nature than men, a hundred years ago, wore 
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willing to bdieve. J. S. Mill drew a very dear line 
between the part of human life " in which it is 
chiefly the individual that is interested ” and the 
part " which chiefly interests society,” Thinkers of 
to-day would hesitate before nnaking such a rigid 
distinction. Almost every action of the. individual 
turns outwards as well as inwards, and it would be 
difficult to justify a belief that any class of actions 
is entirely and permanently beyond |he proviffte of 
the organized community. Certainlymtheeconomic 
sphere such an assumption would be unfounded. 
Men carry on the work of production and distribu- 
tion in the framework that society has built up. 
The division of labour which is the chief characteristic 
of modem industry, has brought about an extensive, 
though largely unconscious, co-operation ; and any 
alteration or disturbance to one part must inevitably 
have reactions on all the others. An industrial 
concern, therefore, is not a purely individual thing, 
but one unit of a huge social structure, both affected 
by and itself affecting all other units. As such its 
concerns become of the most vital interest to every 
member of the community, since the community is 
a partner in every firm. 

This partnership of the State in industry is shown 
in the t^d class of relations, i.e. the assistance of the 
State in the promotion and canying on of industrial 
activities. The avowed object of such action is to 
help to utilize the full resources of the country. In 
1909 the Development Commission was set up to 
help the agricultural industry, by providing instrac- 
tion in scientific methods. Schemes were to be 
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dravm up by the Universities, and public institutions 
not trading for profits ; and a grant was to be 
recommended if the Commission thought favourably 
of them. Scholarships and research equipment have 
been established af some of the Universities, and 
attempts . made to disseminate information as to 
scientific farming. 

The war placed the agricultural industry in a 
pecSftiar position. The difficulties and insecurity 
of transport threw England largely on her own 
resoirrces as regards food supply. To induce the 
farmers to produce the quantity necessary, the 
Government was forced to subsidize, by guaranteeing 
the price of com. The end of the war was followed by 
the stoppage of the subsidy (despite the Government 
pledge to maintain it for a number of years) ; and 
with new supplies available from abroad, prices 
naturally fell. As a result the farming community 
has suffered. An agitation has been set on foot for 
the permanent support of the industry by the State. 
Agriculture has always considered itself, even in 
laissez-faire periods, as having a right to special 
consideration. And although that right was mainly 
traditional, and was due to the fact that the owners 
of land, as the ruling class, were able to protect 
their interests by law, the plea gains many supporters 
to-day, both for political and for social reasons. 
A nation which depends on other countries for her 
food supplies is at a disadvantage in time of war. 
There are many who therefore urge that agriculture 
should be looked upon as one of the Defence Services 
and supported out of public funds. The amount 
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of enthusiasm one feels for such an argumoit depends 
entirely on the anticipations one has of the future. 
Those who believe that war is inevitable, and that 
all the energies and resources of the nation should 
alwa}^ be organized in such a way as to be capable 
of quick mobilization, naturally think . of State 
support of agriculture as the first line of defence. 
But if agriculture is a Defence Service, why leave 
its development to the hazard of priv(pte enteif^, 
which allows private interests to reap the benefits 
of peace time ? Why not unite it with the Army, 
Navy and Air Forces ? Instead of distorting the 
economic life of the community, it seems a saner 
policy to work for peace. 

Socially, agriculture has more claim to be con- 
sidered as an exception. The valuable coal and 
iron deposits of England, ho: special position as a 
point of communication between the New World 
and the Old, and her inventive genius, have combined 
to develop the industrial side of her economic life 
at the expense of the agricultural. With that 
development has come the growth of huge, unwieldy, 
badly planned towns, devoid of beauty, light and 
air. The life of the majority is spent within sight 
of brick walls and smoky chimneys, with no oppor- 
tunities for discovering the joys of the country-side, 
or of indulging such tastes once acquired. It is 
felt that a nation’s life so divorced from the land, 
so compulsorily artificial, can be neither happy nor 
healthy. That many town workers feel the need 
to get back to the land can be deduced from the 
mthusiasm displayed on the allotments during 
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and after the \rar. There are many, therefore, who 
urge that in order to maintain a healthy social 
balance the State should assist agriculture by 
encouraging small holdings, by arranging special 
credits, by a stricter ’control of transport charges, 
etc. 

But individual smallholders have little chance of 
succ^. The best service the State can do is the 
disseimaation oi knowledge. Iceland and Denmark 
have shown how profitable small farming can be if 
worked on a producers’ co-operative basis. In 
those countries farmers co-operate to buy seeds, 
raw materials, expensive machinery, etc., and to 
dispose of their produce, thus eliminating the 
middleman and his heavy charges. To induce 
conservative English farmers to follow in their 
footsteps would undoubtedly be rendering a service 
to the whole community as well as to the agri- 
culturist. 

Housing plays such an important part in the 
social economy, and has such marked effect on 
physique, health, morals, etc., that it is natural that 
the State early took on itself certain powers of 
control. From the middle of the last century Acts 
were passed empowering local authorities to inspect 
houses, and to maintain standards of decency, 
cleanliness, sanitation, etc. Municipal lodging- 
houses were approved as early as 1851, and although 
it was left to private enterprise to erect model work- 
men’s dwellings, associations for that purpose were 
encouraged by public authorities, and after 1866 
were even grant^ loans out of public funds. Dur- 



240 GOVERNMENT AND INDUSTRY 

ing the years following there was a development 
simultaneously along two lines. Local authorities 
were given more power to prevent nuisances and 
defects in privately built houses, and from 1875 were 
themselves allowed to undertake the building of 
houses. The Consolidating Act of 1890 is an illustra- 
tion of the decision of the State that housing is too im- 
portant a matter to be left entirely to privat^^ter- 
prise. Part I of the Act empowers, and in certain cases 
compels, the local authorities to submit schemes for 
improving unhealthy areas. Part II demands that 
local authorities arrange for inspection of their 
districts from time to time, and close dwellings 
certified as unfit for human habitation. Part III 
deals with the provision of working-class lodging- 
houses and cottages. It allowed rural and urban 
district councils to acquire land by compulsory 
purchase within their areas for erection of work- 
men’s dwellings. Many other acts have since been 
passed giving extra powers or amending those 
originally conferred. The tendency has been towards 
a stricter regard for health — e.g. it is now illegal to 
erect back-to-back houses — and towards making 
what was a permissive and exceptional authority 
on the part of local government, into a normal and 
even obligatory function. 

But in spite of these many Housing Acts the 
majority of houses built before the war were supplied 
by private enterprise. Houses were produced like 
any other conunodity, as a speculation, and were 
either offered for sale or let at a rent. The State 
laid down minimum conditions to which all had to 
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conform, but only stepped in as a producer when 
some great evil needed remedying, as when a district 
was so congested and so unhealthy as to be a public 
danger. The war, howevo’, changed these conditions 
altogether. The building restrictions resulted in an 
ever-increasing extent of over-crowding — for popula- 
tion increased although the number of houses 
remmqgd stationary. Houses already condemned 
as unfit for huiftan habitation had still to be used, 
while the increasing congestion, with its greater wear 
_ and tear, added more quickly than normally to the 
number of dirty, unhealthy dwellings. V^en the 
war was over, the number of houses to be built in 
order to bring the level of housing back even to 
that of 1914 was so great, that builders and manu- 
facturers of building materials found themselves in 
an unusually strong position. The boom in trade 
with its natural corollary — ^an immense increase in 
luxury building (palatial stores, cinemas, restaur- 
ants, etc.) — ^meant that nobody was willing to turn 
his attention to building workmen’s houses at a 
price which a workman could afford to pay. The 
need was so desperate that in 1919 the Government 
was forced to come to the support of the industry 
by offering a subsidy to all — ^local authorities and 
public utility societies or private builders — ^who 
produced houses to let. Two years later, in a fit of 
short-sighted economy, the Government decided not 
to assist any further housing schemes beyond its 
commitments to that date. From 1919 to 1923 the 
numbers of houses erected under the State-assisted 
scheme were as follows : — 
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By local authorities and public utility 

societies 176,000 

By private builders . • . 39,161 

By conversion of huts and hostels . 3,056 

• — - — - 

Total . 218,217 ^ 

Practically no houses for letting have been built 
without State aid. ^ ^ 

A comparison of the numbers erected by public 
authorities and by private builders proves conclu- 
sively how hopeless a policy it is to expect private 
enterprise to make good a shortage of houses, estim- 
ated as, at least, 500,000. Although building costs 
have come down since 1919, they are still more than 
double pre-war. Yet wages are being continually 
lowered, so that it is impossible for people of small 
income to pay an economic rent for a new house. 
It seems unlikely that these conditions will change 
to any appreciable extent for many years. In the 
meantime the standard of housing is being lowered, 
dragging down with it standards of health, decency 
and morality. Public money is at present being 
used in an attempt to cure the worst social diseases ; 
millions annually are spent on the hospitals, on 
tuberculosis dispensaries and sanatoria, on helping 
the weak and unfit. Bad housing conditions, mucli 
more than any other factor, are the root cause of 
these evils. It seems a more sensible policy to try 
to prevent as well as to cure. For over sixty years 

> Bliiiistry of Health figures— quoted bjr Mr. T. Mardy Jones, 
M.P., in the Lahowr MaguiM, March. 1923. 
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it has been recognized that private enterprise can- 
not cope with the demand for the erection and main- 
tenance of working-class houses, and proof has been 
given that the circumstances of the war have made 
it impossible for private builders to provide even a 
small proportion of the necessary number at a 
reasonable price. Obviously it is only the State 
whii];^ has the resources to undertake this gigantic 
task. For tfte next years, at least, the building 
of houses will have to be very generously subsidized 
by the State ; or better still, the organized com- 
munity will have itself to imdertake the actual con- 
struction of houses on a wholesale scale. 

The State supports industry in other ways than 
by the grant of subsidies. The Consular service 
has always been of use to British traders all over 
the world, and since the war the creation of the 
Department of Overseas Trade has developed this 
work. Information is given with respect to somrces 
of supply, possible markets, the relation of trade 
and foreign policy, etc. The present chronic depres- 
sion has led to other temporary measures in the 
Export Credits Bill and the Trade Facilities Bill. 
The aim of both of these is to induce manufacturers 
and merchants to tegin trading again on the strength 
of the State guarantee of part of the capital and 
interest required for the enterprise. In a different 
way the State acknowledges its partnership by the 
maintenance of Labour Exchanges, where employers 
can find employees, and workpeople find work, free 
of charge. And more and more the State is looked 
to as the proper authority for aid in settling indus- 
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trial disputes,, and preventing the wastage of lock- 
outs and strikes. 

It remains to consider the fourth category, in 
which the State, instead of simply controlling or 
supporting private enterprise, becomes itself a pro- 
ducing concern. The motive for undertaking such 
functions may be either political or social. The 
State has shares in the Suez Canal in order to cqpArol 
the route to India, in the Anglo-Perslm Oil Co. in 
order to have a dependable supply of oil for the 
Navy, and has a controlling interest in British Dye- 
stuffs, Ltd., because the dye industry can be easily 
converted for the manufacture of munitions. The 
social motive is, however, the more usual. 

There are many industries which for the sake of 
efficiency must be under a single control. If the 
canying of letters was undertaken by competing 
firms the populous districts would probably enjoy 
an excellent and cheap service, but the more remote 
rural areas would have to pay very heavily to make 
it worth the while of any profit-making concern to 
perform a similar function for them. Yet for social 
as well as economic reasons it is essential that every 
part of the country should have facilities for cheap 
and quick communication. Th6 postal service is, 
again, an industry subject very markedly to increas- 
ing returns, i.e. the larger the industry the cheaper 
the cost of service per unit, and for economic reasons 
it should, therefore, be a monopoly. The telephone 
service similarly must be under one control if 
efficiency is to be obtained. The value of a tele- 
phone is that by its means one is able to get quickly 
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in touch with others. Only if all tdephones are 
operated as one service can any telephone user get 
the fullest benefit, by being enabled to communicate 
with the largest number of people. 

Such services as post and telephone, etc., obviously 
call for State management. The operations are 
comparatively simple and routine in character. 
Them is notUng speculative in them, none of the 
diffi^ties assaciated with the supply of goods to 
changing markets, or risks due to vagaries of demand. 
Above all, these services are so closely connected 
with everyday life that inefficiency or extravagance 
are forced on the attention of the commimity, which 
is thus able to exercise close supervision. It is 
significant that the prices of stamps and telephone 
calls went up only towards the end of the war, and 
then rose very much less than the prices of other 
services and commodities. Yet even so there was a 
storm of protest from the public, who had thought 
it quite natural to pay enormously inflated prices 
for goods supplied by private producers. The 
Postmaster-General was forced to give a detailed 
analysis of accounts, in order to justify his action. 
Private enterprise would never be called upon to 
make such an apologia. 

In other industries technical considerations demand 
unified working. In the provision of gas, water, 
tramways, etc., the initial expenditure on plant is so 
heavy that only if it is fully utilized is it possible 
to cover expenses. Hence such industries must be 
monopolies, and because of their great importance 
in social life must be either strictly controlled or 

S.A.I.P. R 
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actually owned and managed by the public authority. 
This group i^ continually being added to. 

Yet despite the many ways in which the State 
is related to industry, it has jittle, if anything, to 
do with the actual ordering of industry. Except 
for the small group of national or municipal services 
already spoken of, production is left to private 
enterprise, on the assumption that motives ^self- 
interest will induce people to suppfy in ^mdent 
quantities, and at a reasonable price, all the goods 
for which there is a demand. It is not thought 
necessary for the State to hold any views either 
with regard to the value of the things produced, 
or the degree of efficiency shown in their manufacture 
and marketing. The land which produces the raw 
material, the manufacturers who turn it into finished 
goods, the banks and financial houses which provide 
the credit and the mechanism of business exchange, 
the railways and other transport agencies, the ware- 
houses eind retail shops — all these work almost 
exclusively with private capital, and in the interests 
of the owners of that capital. 

The belief is growing, however, that this is not 
invariably the best nor the most efficient method 
of carr5dng on industry. The twentieth century 
cannot believe, as did the nineteenth, that by some 
divine alchemy selfishness and greed are transmuted 
into altruism. Private interest and public good do 
not now seem such inseparable friends as they 
appeared a century ago. Criticism is developing 
along two lines. Firstly, the existence in one 
industry of a number of different authorities, each 
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attempting to secure the prizes for itsdf, leads to 
waste and inefficiency. Secondly, the attempt to 
eliminate this waste has led to the development of 
the trust, controlling industry and trade in its own 
interests, and the trust, it is maintained, is a public 
danger ; riot only, or primarily, because it pa37s it 
to restrict the supplies of goods, but because of its 
imm^^ social and political power. 

Hie ^t poffit can be illustrated best by the rail- 
wa}^ and mines. From their beginnings railways 
have tended to drop their competitive characteristics 
and to become monopolies of particular areas. They 
have, therefore, always been subject to special State 
regulation. The greatest expense incmred by a 
railway company is in the laying down of its fixed 
stock. Cuttings and embankments must be made, 
lines laid down and stations built, before any traffic 
can be handled, and these expenses — ^for mainten- 
ance, depreciation and renewal — continue, however 
little the railway is used. A duplication of this initial 
expenditure would result in ruin. But although 
these facts had led to a large number of amalgama- 
tions and working agreements, the number of 
separate British railway companies before the war 
was 120. The waste occasioned by this competition 
and overlapping is evident. Trades continually 
complain of the high railway charges. The price of 
foodstuffs is increased out of measure between leav- 
ing the grower and reaching the consumer. In some 
cases it pays the owner to throw away perishable 
goods rather than pay the heavy transport charges 
to have them conveyed to market. Since January, 
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1923, the various companies have been forced by 
law to group themsdves into four big amalgama- 
tions, and all the chairmen of the hitherto separate 
concerns have foretold great, economies by the 
elimination of competition. But this is only one 
step in the right direction. These fouil combines 
are still competing with one another ; and as they 
are still in private hands, they are only wiUjpg to 
perform services on which they cantnake^ profit. 
But transport is altogether too important a part of 
the life of society to depend on an3dhing so narrow 
and unreliable as private interest. On a quick, 
cheap and efficient transport depends not only the 
development of a more profound communal spirit, 
but the full utilization of all the resource of the 
country. The Government of the last centiuy, 
imbued with laissez-faire ideas, prevented the rail- 
ways from acquiring the canals, in the hope that 
the competition of each would check the other’s 
power of exploiting the community. The only 
result was to leave the canals derelict. If advantage 
is now to be taken of all opportunities for economy, 
it is essential that the transport system be standar- 
dized and co-ordinated. By working railwa}^ and 
canals as one system the overhead charges of each 
could be greatly reduced, canals being used for bulky 
goods not requiring quick delivery, the railways for 
those in which speed of transit is essential. 

The mines even more clearly than the railways 
show the extravagance of unco-ordinated enterprise. 
There are, at present, about 4,000 owners of mineral 
rights and about 1,500 companies or individuals 
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who own coal-pits. In consequence, huge barriers 
of coal are left unworked between the differently 
owned areas, and millions of tons are thus wasted. 
Drainage and pumping are carried on by each pit 
separately, at great expense, instead of economically 
over a whole area. Some mines are too poor to 
repay working when in competition with richer 
colli ede^ In others the lack of capital or of good 
management, fr both, adds greatly to the danger to 
the miner, and prevents the development of coal- 
fields to the best advantage. It is only through 
unification of control that the coal mines can be 
worked efficiently ; but this does not necessarily 
imply public ownership and management. This 
further step is necessary because of the important 
place held by coal in the national economy. Prac- 
tically every industry depends ultimately on coal ; 
and it is, therefore, in the power of those who control 
the output and selling-price of that commodity to 
hold up the rest of industry at their pleasure. Such 
a power is too great to be vested in a private cor- 
poration to be used to further private interests. 
Efficiency and safety can be obtained only by 
nationalization. 

Most big industries have begun to realize the 
economies of combination, and the unprecedented 
growth of trusts is the result. The problem here 
is not how to make more efficient the processes of 
production, but how to ensure that the benefits of 
unified control shall be passed on to the community. 
The difficulty to be solved is the forging of an effec- 
tive check on the power of these “ States within 
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the State/' which are enabled through their control 
of capital to wield a dangerous political power. . To 
attempt to do so either by fixing prices or limiting 
profits is impracticable, whilst public opinion can 
be relied upon only sporadically.^ 

A trustified industry must necessarily' be one in 
which the period of experiment is passed, and in 
which a very high degree of standardi ^tio n is 
possible. For, since the extent to ifhidh one per- 
sonality can impress itself is limited, an industry 
which relies greatly on the individuality of the 
entrepreneurs must be carried on by a number of 
small firms. If an industry is routinized and already 
under unified control, it is obviously ripe for national- 
ization. 

Nationalization is one of those unfortunate words 
which is used by different people to signify quite 
different policies. Actually, it means simply " public 
ownership,” and has no reference to any particular 
method of management. A nationalized industry 
might be run by a Department of State, as is the 
Post Office, or it might be given over to the full 
authority of those engaged in the industry, or it 
might be administered in any way between these 
two. Neither extreme is likely* or advisable. The 
workers' demand for a change of status will not be 
satisfied by the simple process of exchanging one 
master for another— a Government department for 
a Board of Directors. Any scheme of nationalization 
must therefore allow a large measure of workers' 
control. Bureaucratic government is hated and 

^ See above. Chapter II. 
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fear^ just as much by those who support nationaliza- 
tion of industry as it is by the critics who cannot 
realize that State ownersUp can have any other 
meaning than management from Whitehall. Demo- 
cratic government has been tried long enough to 
show both its strength and its limitations. It 
seems natural, at first, to think that the organized 
community is the proper authority to control indus- 
tries nBfinitwservice. But a Government is elected 
on a broad political programme, of which the policy 
of a particular industry would be but one item. 
Moreover, although the workers of the industry are 
represented in the Government, they are so only 
as general citizens. Yet their interests in the indus- 
try are much nearer and more vital than those of 
the rest of the community. The wages to be paid, 
the hours and conditions of work, the whole policy 
to be pursued, are in the final anal3^is the concern 
of all citizens, but they touch those engaged in the 
industry in a manner peculiar to them. The latter 
have not only a special point of view, but can offer 
the fruits of their experience and their craft know- 
ledge for the greater efficiency of the service. 

On the other hand, to give to those engaged in 
the industry full eontrol over its policy would be 
equally unjust, and possibly disastrous. For the 
industry is being carried on for the benefit of the 
community, and the public must, therefore, retain 
the right to decide the quantity and type of goods 
to be supplied. The exercise of full authority might 
tempt the members of the industry to form them- 
selves into a close corporation (on the model of the 
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modem trust), and to use their position to exploit 
the rest of the community. 

Mr. Justice Sankey, Chairman of the Coal Indus- 
try Commission, 1919, in his report recommending 
the nationalization of the mines, suggested a three- 
fold basis for their administration. He proposed a 
system of Pit Cotmcils, District Councils and National 
Council, each made up of representatives of miners, 
of the technical and commercial sidt, «i(!^f the 
community, in equal numbers. It must not be 
assumed, however, that this would necessarily be a 
suitable method for all nationalized industries. The 
constitution must vary according to the nature of 
the industry. Coal-mining is naturally a highly 
localized industry, in which each district may require 
its own manner of working. A strong "local 
government ” is therefore an essential to right 
development. Transport, on the other hand, should 
be a imified service, relying on co-ordination for 
efSciency — and a more centralized control of policy 
would probably be beneficial. It is not necessary 
to fit all industries into an official mould. The 
important thing is that industries which for various 
reasons, economic or social, have been acquired by 
the nation, should be run in a manner best calculated 
to serve the public interest. 

It is often argued that, although socially it might 
be advisable for the State to run certain industries, 
such a venture would be impracticable. Two main 
reasons are generally urged in support of this state- 
ment. Firstly, it is said that State ownership is 
inefficient because no inc^tive is given to men to 
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work their best. Men work for the sake of gain, 
and if there is no chance for them to acquire for- 
tunes, those with initiative and enterprise will use 
these qualities in industries not under public control 
— Cleaving only the dullards at the service of the 
nationalized industries. Secondly, the burden on 
the central Government is already so great that to 
add to it the administration of industry must, it is 
felt, TS^eP tlfc standard of all their work. 

An analysis of the organization of industry has 
already shown that industries may be divided 
roughly into two classes ; (a) those in which a quick 
response to changing demands and new methods of 
production is essential ; {b) those in which the 
experimental stage is passed and in which methods 
have been largely routinized. Big joint-stock com- 
panies and great combines are found in the second 
class, and it is certain of these that it is proposed 
should be nationalized. Already there is little 
chance for the majority of those employed in them 
to do anything but cany out the policy decided by 
those in authority. The main part of the organizing 
work of such firms is done by salaried officials who 
have little incentive of personal gain except, per- 
haps, the negative one, fear of dismissal. The 
great economies of large-scale production can be 
obtained only by standardization which requires 
honest, steady administration, rather than the con- 
trol of an adventurous spirit. 

It must, too, be admitted that one speaks of the 
" brains of industry ” in rather the same uncritical 
spirit in which one assesses the wealth it produces, 
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«i.e. without lotion to the purpose served. One 
therefore assuhies that if these brains are not avail- 
able in the service of nationalized industry, there 
will inevitably be great nationaj loss. But a large 
proportion of the brain work of private industry is 
definitely anti-social. It is engaged not in ma^g 
its industry the best conducted in the world, in 
providing the community with its goods ^ the 
lowest possible price, but in attempti% »^et con- 
cessions, to kill rivals (both actually and metaphori- 
cally), and to hoodwink the public so as to have 
better opportunities for amassing private fortunes. 
Nothing but good can come of narrowing the sphere 
of activity of such brains. 

Moreover, there is no guarantee that in private 
industry the best brains are attracted, or do actually 
have a chance to come to the top. Here and there, 
an individual pushes himself to the front by sheer 
ability, but his sons fill a place already won for 
them, without having to prove their capacity for 
the work. Millions of those with Inrains have no 
chance to train them. And many who, repelled by 
the creed of conunercial greed, already use their 
ability in the pursuit of knowledge and beauty, 
would gladly give themselves to*the public service. 
One has only to look around to see that industry, 
at present, has not the best brains in its employ. 
The ignorance and inefficiency of business men have 
become notorious Science is disregarded even 
when of immense commercial value. Education is 
looked upon as a lunui^ for those who can afford 
to pay for it. New ojQwrtunities are lost ihrough 
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conservative methods. Those misnamed “entre-. 
preneurs ” who chant in chorus the necessity for 
directive ability in industry — and scofi at the notion 
of "production for social service" — are the very 
ones whose gross mismanagement is continually 
being ex^sed. It took a whole series of Factory 
Acts to show the manufacturers that it is more 
profi^^e to employ men and women for short hours 
and i^:dbd:^onditions. It took an insistence on 
minimum wages for sweated workers to force the 
employers of those 3,000,000 men and women to 
change their extravagant methods and reorganize 
their firms on an economic basis. An impartial 
commission shows the coal industry under private 
enterprise to be a welter of chaos. Private enter- 
prise has evidently not attracted sufficient brains 
to agriculture, and to the building industry. 

The argument against nationalization on the score 
of the heavy burden placed on the shoulders of 
Government has more weight behind it. The growth 
of the functions of the State h{is created a volume 
of work which can never be effectively executed by 
one body. The modem State has grown too big 
for its old framework and must stretch in new direc- 
tions. Already the line of development is clearly 
marked. The Parliament of the future will have to 
confine itself more to matters definitely political, 
and, while maintaining supreme authority, make 
room for an economic body acting in an advisory 
capacity. Such an authority has already had 
shadowy existence in the Indasirial Council, repre- 
sentatives of employers, employed and the com- 
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^munity, called in 1911 and again after the war to 
investigate economic conditions and advise the 
Government. The VWiitley Councils, too, are por- 
tents of this development. Formed to act as 
Industrial Parliaments, they are recognized as the 
proper spokesmen for their industries, and are called 
upon to advise the Government, when matters con- 
cerning their interests are under discussion^ The 
establishment of a new Industrial ^TEconomic 
Council, built on the foundations of already existing 
voluntary associations, and representative of all 
grades of producers and consumers, would prove 
not only a much more efficient body for the discus- 
sion of industrial policy, but would also relieve the 
central authority of a vast amount of detailed, yet 
necessary, work. 
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